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PREFATORY NOTE 


Gide’s Principles of .Political Economy, of which there are several 
translations, is probably better known to English students than 
any similar work of foreign origin on the subject, and many 
readers of that book will welcome an opportunity of perusing this 
volume which Professor Gide has produced in collaboration with 
Professor Rist. 

The remarkable dearth of literature of tliis kind in English 
may be pleaded in further extenuation of the attempt to present 
the work in an English garb, and readers of the Preface Avill be 
able to contrast the position in this country with the very 
different condition of things prevailing across the Channel. Tlie 
contrast might even be carried a stage farther, and it would 
be interesting to speculate upon the historical causes which 
have made Germany supreme in the field of economic research 
and history, which influenced France in her choice of the 
history of theory, and which decreed that England should on 
the whole remain faithful to the tradition of the “pure 
doctrine.” Can it be that sometliing like a “ territorial 
division of labour” applies in matters intellectual as well ns 
economic ? 

Be that as it may, we can hardly pretend to be satisfied with the 
position of our country in this matter of doctrinal history. Of the 
nine names mentioned in the Preface, only two are English, namely, 
Ashley and Ingram; and it is no disparagement to Ashley’s illu- 
minating study of mediaeval England to say that the main interest of 
his work is not doctrinal, and that Cunningham’s name might with 
equal appropriateness have been included in the list. 

Omitting both Ashley and Cunningham, whose labours have been 
largely confined to the realm of economic history, we arc thus left 
with Ingram’s short but learned work as the sole contribution of 
English scholarship to the history of economic thought, 

English readers may possibly be puzzled by the omission of 
any references, except a stray quotation or two, to Cannan’s Iluiory 
of the Theories of Production and Distribution. But the microscopic 
care with which the earlier theories arc examined and elucidated in 
that work have resulted in its being regarded as a most valu.able 
contribution to economic theory itself, and under the circumstances 
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Prefatory Note 

the absence of any reference to it in tlie Preface is not alto-etha 
surpnsing. ° 

Our apparent indifference to the development \vhich theory 
h^ undergone in the course of the last 150 years is all the more 
difficult to explain when we recall the fact tliat England has always 
been the classic home of theoiy-, both orthodox and socialist, and 
our backwardness in this respect contrasts very unfavourably with 
tlie progress made in the kindred study of economic hisLoiy* during 
the last twenty-five years under the '^inspiration of writers like 
Ashley, Cunningham, Maitland, Round, and Seehohm. 

Most critics are by this time agreed that Ingram’s work, lucid 
and learned though it, is, is somewhat marred by being written too 
exclusively from iJie standpoint of a Positirist philosojiher who 
thought he saw in the rapid >rise of the Historical school an indis- 
putable proof of the soundness of the Comtean principles and a 
presage of their ultimate triumph. 

Complete impartiality in the writing of histor}', even were it 
attairiable, may not be altogether desirable, and the present authors 
have hastened to di.sclaim any such qualifiaition. Notwillistanding 
this, some of their readers will possibly feel tliat certain I’renclj 
schools, botli ancient and modem, have Ijeen dealt with at dispro- 
portionate length, and tliat scarcely enough attention has been paid to 
certain English and American writers. But it will surely do us little 
harm occa-sionally “to see ourselves as others sec us.” 

The chief interest of the present volume will probably be found to 
consist in' the attempt made to give us something like a true per- 
spective of certain modem theories by connecting them ^riUi their 
historical antecedents ; and we can imagine its later pages being 
scanned with a great daal of justifiable curiosity.- After all, the 
verdict of historj* upon the achievements of Smith, the measure of 
his indebtedness to his iinnicfliate predecessors, and the extent to 
whicli the “car of economic progress” wjis accclcratc<l or rctank^ 
in its movements at the h.ands of Ricardo and liis contcmpoi-anes is 
fairly well established by this lime. On one point only do the p^cnl 
writers seem to challenge th.at verdict, namely, in tlicir derignntion of 
Ricardo and Malthus as Pessimisis. 

It is othenvise with the more modem writers, however. Jncir 
work has-not Uie distinctncs.v of that of the earlier ^vrilers, partly 
because we are not sufiicienfJy rcrnoml from it as yef, and partly 
l)Ocause .some of it is obsaircd by Oie bare of p.arty strife. Hut it 

may help us to a hotter understanding of their rclatne jKr :tion<= to 

Icara, for example, tlint Uie Hisiorical .‘-rimol whicli set out on its 
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career of conquest with a considerable flourish of trumpets, has not 
yet succeeded in giving us a new science of Political Economy ; that 
the Marxian doctrine is already antiquated, in the opinion of certain 
members of that school ; that the Socialism of the Fabian Society is 
merely a recrudescence of Ricardian economics, and that Anaychisra 
is nothing but a violent form of Liberalism. 

I cannot hope to hayejsu'cceeded in retaining in this translation 
the freshness and vivacity of. the dnginal. But I have endeavoured 
to make the rendering as accurate as-'possible ; and with this object 
in view considerable trouble has been taken to verify the quotations. 

As the title-page implies, the work wa^ originally begun at the 
suggestion of the late Professor Smart of Gla.sg6w, and to-day more 
than ever I am conscious of what lowe to his kiiidly criticism and 
genial encouragement. ■;-"i •' - •, 

The passage of the book through the pire-ss has been wattlicd with 
assiduous care by Mr. C. C. Wood, who is also responsible -for the 
Index at the end of the volume. I can scarcely 'express' the'measure 
of my indebtedness to him. To my friends Mr. W. H.^’orter, M.A., 
and Mr. J. G. Williams, M.A., both of Bangor, I am’also indebted 
for reading some of the proofs. 


R. RICHARDS 
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In the economic curricula of French universities much grcntei 
stress is laid upon the history of economic theory than is the case 
any\vliere else. Attached to the Faculty of Law in each of these 
universities is a separate chair specially devoted to this subject ; at 
the examination for the doctor’s degree a special paper is set in the 
history- of theoiy, and if necessary further proof of competence is 
demanded from the student before his final admission to the de<rrce. 
At the Sorbonne, where there is only one chair in economics, that 
chair is exclusively devoted to the history of doctrines, and the same 
is true of the chair recently founded at the Itlcole des Haiiles Etudes. 

Such prominence given to the history of theory must seem 
excessive, especially when it is remembered that in economic 
history, as distinct from the history of economics, there is not a 
single chair in the whole of France. Those wlio believe that the 
French people are some\vhat prone to ideology will not fail to see 
in this fact a somewhat unfortunate manifestation of that tendency. 
Elsewhere the positions are reversed, tlie premier place being given 
to the study of facts rather than ideas. Extreme partisans of tlie 
historical method, especially the advocates of historicjil materialism, 
regard doctrines and systems as nothing better than a pale reflection 
of facts. It is a part of their belief that facts are the only things 
that matter, and that the history of the evolution of property or the 
rise of the wage .system may prove quite os instructive as the history 
of the controversies concerning the nature of the right of properly 
or the wages-fund theory. 

Such views as we have just cxpresseil, however, are not altogether 
devoid of exaggeration, though of a kind directly opposite to that 
which we would naturally impute to them. Tlie influence exerted 
by the economic environment, whence even the most abstnict 
economist gets material for reflection and the exercise of his logical 
acumen, is indisputable. The problems whicli the theorist has to 
solve are-suggested by tiie rise of certain plienomena iviiich at one 
moment cut a very prominent figure and at another disap[)e.ar 
altogether. Such problems must vary in diflerent places and at 
different times. The peculiar economic condition in which England 
found herself at the beginning of the nineteenth century had a great 
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deal Ui do in directing Jtioirdo s thought to the study of the problems 
of rent and note i&sue. But for the advent of machiners-, with the 
subsequent increase in industrial activdty and the parallel growth 
of a proletiirian class, followed by the recurrence of economic crises, 
we may be certain that neither the doctrine of Sismondi nor 
that of Karl Itlarx would ever have seen the light of day. It is 
equally- safe to assume tliat the attention which economists have 
recently bestowed upon the theory of monopoly is not altogether 
unconnected with the contemporary development of the trust 
movement. 

But, while recognising all this, it is important that we should 
remember that, facts alone are not suflicient to explain the origiri 
of any doctrines, even those of social politics, and still less those of. 
a purely scientific character. Ideas even arc hot independent of 
time and place. Similar conditions in the .same epoch of hi.ston’ 
have not infrequently given rise to heterogeneous and even antago- 
nistic theories — J. B. Saj-’s' and Sismondi’s, for example, Bastiat’s 
and Proudhon's, Schuly’e-Delit7iich’s and Marx’s, Pnuicis Walker's 
and those of Ileniy- George. With what combination of historical 
circumstances are we to connect Cournot's foundation of the 
Mathematical school in France, or how are we to account for the 
simultaneous discoven- in three or four countries of the theory of 
final utility ? 

Although nnxiou.s not to seem to make any extravagant claims 
for the .superiority' of the history' of theory, we are not ashamed of 
repeating our regrets for the comparative neglect of economic 
histoiy-, and we arc eq^ially’ confident in claiming for our .subject 
the right to be regarded as a distinct bnmch of the science.' Wc 
shall accordingly' omit all reference to the lii.stoiy' of economic facts 
and institutions except in so far as such reference seems indi.spensable 
to an understanding of either the appearance or disappearance of such 
and such a doctrine or to Uic iK-tter appreciation of the special 
prominence which n tiicory may ha%-e held at one moment, nltliough 
it is quite unintelligible to us to-day. Sometimes even the facts 
are connected with Uie doctrinas, not as caascs, hut as reeailt-s, for, 
notwithstanding the scepticism of Cournot, %vho wpj? wont to dwlnrc 
Ih.al the influence excrlwl by economists upon the course of events 
was about equal to the influence exerted by grammarians upon 
the development of language, it Is impossible not to see n connection 
between the commercial treaties of TSfiO, say, ami the teaching', of 
■- Fes* nn &r!:r!s by >r. I)ssrh)--rnj--s in ihc tcruile of Oc;ol«:r 1. l£*0.t 

er. the valno of tbi* kina of Uftclncff. 
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the Manchester school, or hetween labour legislation and the doctrine 
of State Socialism. 

To write a histofy of economic doctrines which should not 
exceed the- limits of a single volume was to attempt an almo.st 
impossible task, and the authors cannot pretend that they have 
accomplished such a difficult feat. Even a very summary exposition 
of such doctrines as could not possibly be neglected involved the 
omission of others of hardly less importance. 

But in the first place it was possible to pass over the pioneers by 
taking the latter part of the eighteenth century as the starting-point. 
There is no doubt that the beginnings of economic science lie in a 
remoter past, but the great currents of economic thought known as 
the “schools” only began with the appearance of .those two typical 
doctrines, individualism and socialism, in the earlier half of the nine- 
teenth century.’ Moreover, the omission is easily made good, for 
it so happens that the earlier periods are those mo.st fully dealt with 
in such works as, have already appeared on the subject. For the 
period of antiquity we have the writings of Espinas ® and Souclion ; 
the medimval and post-medimval periods, right up to the eighteenth 
century, are treated of in the works of Dubois and Kambaud ; 
while, in addition to these, we have the writings of Ashley, Ingram, 
Hector Denis, Brants, and '’Cossa, to mention only a few. Modern 
theories, as conti'asted wdth those of the earlier periods, have received 
comparatively little attention. 

Not only have we been obliged to confine our attention to 
certain periods, but we have also had to restrict ourselves to certain 
countries. We would claim the indulgence of tho.se of our readers 
who feel that French doctrines have been considcied at dispropor- 
tionate length, reminding them that we had French students 
chiefly in view when writing. Each author is at liberty to do the 
sanre for his own particular country, and it is better so, for readers 
generally desire to learn more about those things of which they 
already know something. But, despite the prominence given to 
France, England and Germany were bound to receive considerable 
attention, although in the case of the latter country w-e had to 

' In an article on the teaching of the history of ocouomic doctrines {licvuc 
de VEmeignement, March 15, 1900) M. Dcschampa declares that it is unpardon- 
able that wo should bo unable to make bettor use of the marvellous economic 
teachings of which both onciont and mediteval history ore full, but he adds 
that “ as far as the history of the science is concerned there is no need to go 
farther back than the Physioorals.’’ 

’ In the now edition of M. Espinns’s work an entire volume is devoted to the 
itudy of economic doctrines in oncient and mcdiicvol times. 
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make considerable omissions- With regard to the other countries 
which we were too often obliged to pass by in silence or to mention 
only very casually in connection with some theoiy or other, we are 
most anxious not to appear indifferent to the eminent semnces 
rendered by them, and especially Italy and the United States, to 
the cause of economic science, both' in the past and in the present 

But, .notwithstanding such restrictions, the field was still too ride, 
and we were obliged to focus attention on the minimum number of 
names and ideas, with a riew'to placing them in a better h'ght Our 
ambition has been, not to write as full or detailed a history as ive 
possibly could, but merely to draw a series , of pictures portraying 
the more prominent features of some of the more distinct epochs in 
the histoiy of economic doctrines. 

Such choice must necessarily be somewhat arbitrary, for it is 
not always an easy matter to fix upon the best representative of 
each doctrine. Especially is this the case in a science like economics, 
where the writers, unknown to one another, not infrequently repeat 
the same ideas, and it becomes a matter of some difficulty to decide 
the claim to priority. But although it may be difficult to bit upon 
the exact moment at which a certain idea first made its appearance, 
it is comparatively easy to determine when such an idea attracted 
general attention or took its place 'hi the hierarchy of accepted 
or scarc^y disputed truths. This has been our criterion. With 
regard to those whose names do not figme in our list, although 
quite worthy of a place in the front rank, we cannot believe that 
they will suffer much through this temporaiy eclipse, especially in 
riew of the partiality of the age for the pioneers. That we are not 
unduly optimistic in this matter may be inferred from the numerous 
attempts recently made to discover the poricr minores of the science, , 
and to make .amends for the scant justice done them by the more 
biased historians of the past; 

Not only was selection^necessaiy in the case of autliors, but a 
similar procedure had to be applied to the doctrines. It must be 
realised, however, that a selection of this character does not warrant 
the conclusion that the doctrines dealt with are in any way superior 
to those which are not included, either from the standpoint of 
moral value, of social utility, or of abstract truth, for we are not 
of the number who think rith J. B. Say that the history of error 
can serve no useful purpose.^ We would rather associate oureelves 

* '* Wliat nsefnl purpose can bo served by the study of absurd opiiuons and 
doctrines that have long ago been exploded, and deserved to be ? It is mere 
useless pedantry to attempt to revive them. The more perfect a science becomei 
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with Condillac when he remarks : “ It is essential that everyone who 
wishes to make some progress in the search for truth should know 
something of the mistakes committed by people like himself who 
thought they, were extending the boundaries of knowledge.” The 
study of error would be thoroughly well justified even though the 
result were simply a healthy determination to avoid it in future. It 
would be even more so if Herbert Spencer’s version of the saying of 
Shakespeare, that there is no species of error without some germ of 
truth in it, should prove correct. One cannot, moreover, be said to 
possess a knowledge of any doctrine or to understand it until one 
knows something of its history, and of the pitfalls that lay in the path 
of those who first formulated it. A truth received as if it has fallen 
from the sky, without any knowledge of the efforts whereby it has 
been acquired, is like an ingot of gold got without toil — of little 
profit. 

Moreover, it is to be remembered that this book is intended 
primarily for students, and that it may be useful to show them in 
what respects certain doctrines are open to criticism, either from 
the point of view of logic or of observation. We have attempted 
to confine such criticism within the strictest limits, partly because we 
did not wish the volume to become too bulky, and partly because 
we felt that what is important for our readers are not our o\vn 
opinions, but the opinions of the masters of the science with which 
we deal- Wherever possible these have been pven the opportunity 
of speaking for themselves, and for this reason we have not been 
afraid to multiply quotations. 

A special effort has been made to bring into prominence such 
doctrines — whether true or false — ns have contributed to the 
formation of ideas generally accepted at the present time, or such 
as are connected with these in the line of direct descent. In otlicr 
words, the book is an attempt to give an answer to the following 
questions •. Who is vespew-sihle. far (orro.v.W„ing those, principles llw.t 
constitute the framework — whether provisionary or definitive it is 
not for us to determine — of economics as at present taught.^ At 
what period were these principles first enunciated, and what were 
the circumstances which accounted for tlieir enunciation just at 
that period ? Thus we have thought it not altogether out of place 
to pay some attention to those ideas which, although only on 
the shorter becomes its history. Aleinhert truly remarks that the more light 
we have on any sabjeot the less need is there to occupy ourselves with the false 
or doubtful opinions to which it moy have given rise. Our duty with regard 
to errors is not to revive them, but simply to forgot them.” {Traill pratique 
vol. ii, p. C40.) . . .... , . - 
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the borderland of economics, bave exercised considerable influence 
either upon theoiy itself, upon legislation, or upon economic thought 
in general. We refer to such movements as Christian Socialism, 
Solidarism, and .Anarchism. , Had vre considered it advisable to 
retain the official title by which this kind of work is generally known, 
we should have had to describe it as history of the Origin and 
Evohdion of Contemporary Economic Doctrines. 

The plan of a history of this kind was a- matter that called for 
some amount of deliberation. It was felt that, being a history, fairlv 
close correspondence with the chronological order was required, which 
meant either taking a note of every individual doctrine, or breaking up 
the work into as many distinct histories as there are separate schools. 
The former procedure would necessitate giving a review of a great 
number of doctrines in a single chapter, which could only have the 
effect of learing a very confused impre^ion upon the reader’s mind. 
The alternative proposal is open to the objection that, instead of 
giring us a general outline, it merely treats us to a series of mono- 
graphs, which prevents our realising the nature of that fundamental 
unity that in all periods of history binds every doctrine together, 
similar and dissimilar alike. We have attempted to avoid the in- 
conveniences and to gain something of the advantages offered by these 
alternative methods by grouping the doctrines into families according 
to their descent, and presenting them in their chronological ' order. 
This does not mean that we have classified them a«;ording to the 
date of their earliest appearance; it simply means that we have 
taken account of such doctrines as hfive reached a certain degree of 
maturity. There is always some culrainating-point in the history of 
ev'eiy doctrine, and in deciding to devote a separate chapter to some 
special doctrine we have always had such a climacteric in mind. 
Nor have we scrupled to abandon the chronological order when 
the exigencies of the exposition seemed to demand it. 

The first epoch comprises the end of the eighteenth and the 
beginning of the nineteenth centuries. It deals mainly with the 
founders of Classical political economy, with the Phj-siocrats, Smith 
and Say, and with Alalthus and Ricardo, the two writers whose 
gloomy forebodings were to cloud the gloia^ of the “ natural order.” 

The second epoch covers the first half of the nineteenth century. 
The “ adversaria ” include all those writers who either challenged 
or in some way disputed the principles which had been laid down 
bv their predeassors. To these writers five chapters are devoted, 
dkiling respectively with Sismondi, Saint-Simon,- the Associative 
Socialists, List, and Proudhon. 
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A third epoch deals with the middle of the nineteenth century 
and the triumph of the- Liberal school, which had hitherto with- 
stood every attack, though not without making some concessions. 
It so happened that the fundamental doctrines of this school were 
definitely formulated about the .same time, though in a very different 
fa.shion, of course, iri the Principles of Stuart IVIill in England and 
the Harmonies of .Bastiat in France. 

The second half of the nineteenth century constitutes a fourth 
period. Those who dissented from the Liberalism of the previous 
epoch are responsible for the schisms that began to manifest them- 
selves in four different directions at this time. The Historical 
school advocates the employment of the inductive method, and 
the State Socialists press the claims of a new social policy! Marxism 
is an‘ attack upon the scientific basis of the science, and Christian 
Socialism a challenge to its ethical implications. 

A fifth epoch comprises the end of tlie nineteenth century and 
the beginning of the twentieth. The heading “ Recent Doctrines ” 
includes several theories that ore already ^vcll known to us, but 
which seem transfigured — or disfigured, a.s some would prefer to put 
it — in their new surroundings. The Hedonistic doctrine and the 
-theory of rent represent a kind of revision of the Classical theories. 
Solidarism is an attempt to bridge the gap that exists bct^vcen 
individualism and socialism, whilst Anarchism can only be described 
as a kind of impassioned Liberalism. . 

This order of succession must not be taken to imply that each 
antecedent doctrine has either been' eliminated by some subsequent 
doctrine or else incorporated in it. The rise of tlie Historical 
school in the middle of the nineteenth century, for example, happened 
to be contemporaneous with tlie triumph of the Liberal school and 
the revival of Optimism. In a similar fashion the new Liberalism 
of the Austrian school was coincident with tlfe orlvent of State 
intervention and the rise of Collectivism. 

• We cannot, however, help noticing a certain rhythmical sequence 
in this evolutionary process. Thus we find the Classical doctrine, 
as it is called, outlined in the earliest draft of the science, but dis- 
appearing under the stress of more or less .socialistic doctrines, to 
reappear in a new guise later on. There is no necessity for regarding 
this as a mere ebb and flow such as distinguishes the fortunes of 
political parties under a parliamentaxy rkgimc. Such alternation in 
the history of a doctrine has its explanation not so much in the 
character of the doctrine itself as in the favour of public opinion, 
which varies with the fickleness of tlie wind.s of heaven. 
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But doctrines and systems have a A-itality of their ovn vhich 
is altogether independent of the vagaries of fashion. It Trere -better 
to regard their history, like all histories of ideas, as a land of struggle 
for existence. At one moment conflicting doctrine seem to dwdl 
in harmony side by side, content to divide the empire of knowledge 
between them. Another moment witness^ them rushing at each 
other with tmnultuous energy. It may happen that in the course 
of the struggle some of the doctrines are worsts and disappear 
altogether. But more often than not their conflicting interests are 
reconciled and the enmity is lost in the unity of a higher sjmthesis. 
And so it may happen that a doctrine which eveiy’body thought 
was quite dead may rise with greater vigour than ever. 

The bibliography of the subject is colossal. In addition to the 
general histories, which are already plentiful, the chapters devoted 
to 'the subject in everj' treatise on political economy, and the 
numerous articles which have appeared in various reriews, there 
is scarcely an author, however obscure, who is not the subject 
of a biography. To have attempted to enumerate all these 
works would merely have meant increasing the bulk of the book 
without being able to pretend that omr list was exhaustive. It 
is scarcely necessary to add tlmt this meant that we had to 'con-' 
fine ourselves to the work done by the “heroes’” of this volume. 
Their commentators and critics only came in for our attention 
when we had to borrow either an expression or an idea directly 
from them or when we felt it - necessary that the reader should 
fill up the gaps left by dur exposition. This accounts for the 
number of names which had to be relegated to the foot-notes. 
But such deliberate excision must not prevent our recognising at 
the outset the debt that we owe to the many writers who have 
traversed the ground before us. Tiiey have facilitated our task 
and have a perfect right to regard themselves as our collaborators. 
We feel certain that they >vill find that their labours have not been 
ignored or forgotten. 

Altliough this book, so far as the general task of preparation 
and revision is concerned, must be regarded as the result of a 
collective effort on the part of the two authors whose names are 
subioined, the actual wojrk of composition was undertaken by each 
writer separately. The Contents will sufficiently indicate the nature 
of this division of labour. 

The authore refuse to believe that collaboration in the pro- 
duction of a scientific history of ideas need imply absolute agree- 
ment on eveiy' question that comes up for consideration. Especially 
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IB this the case with the doctrines of political and social economy 
outlined herein ; each of the authors has retained the fullest right 
of independent judgment on all these matters. Consequently any 
undue reserve or any extravagant enthusiasm shown for some of 
these doctrines must be taken as an expression of the personal 
predilection of the signatory of the particular article. 

CHARLES GIDE 
CHARLES RIST 
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BOOK I: THE POUNDERS 

CHAPTER I: THE PHYSIOCRATS 

• 

Political Economy as the name of a special science is the invention 
of one ^^tpjne de Montd^dtien/ first employed the term about 
.the beginning of the seventeenth century. Not until the middle of the 
eighteenth century, hoircver, does the connotation of the word in 
any vray approach to modem usage. A perusal of the article on 
Political Economy, which appeared in the Grande Encyclopidie of ' 
1755 will help us to appreciate the difference. That article was 
contributed by no less a person than Jean Jacques Rousseau, but 
• its medley of politics and economics seems utterly strange" to us. 
Nowadays it is customary to regard the adjective “ political ” as 
unnecessar}', and an attempt is made to dispense ivith it by employing 
the terms “economic science” or “social economics,” but this article 
clearly proves that it was not always devoid of significance. It also 
reveals the interesting fact that the science has always been chiefly 
concerned with the business side of the State, especially with 
the material welfare of the citizens — *' with the fo wl in the pot,” 
as Henry IV put it. Even Smith never succeeded in getting quite 
beyond this point of vieWjlor Ke declares that “ th_c,.object of the , 
political economy of every nation is to increase the riches and the 
power of that country.” ^ 

. But the counsels given and the recipes offered for attaining 
the desired end were as diverse as they were uncertain. One school, 
^khown as the Mercantilist, believed th atji State. like. an individcml , ; 

must se cure the maximum of silver and gold before it c ould.bccomc \ 
Vwcalthy^ Happy indeed was a country like Spain that had dis- ; 
covered a Peru, or Holland, which, in default of mines, could procure 
gold from the foreigner in exchange for its spices. Foreign trade 
really seemed a quite inexhaustible mine. Other writers, who were 
gpcialis ^in fact though not in name — ^for that term is of later inven-TU 
\ tion — thought that happiness could only be found in a more equal, 
j distribution of wealth, in_the_)^_olRiqn or limitation of the rights of 
/ private, property, or in the creation of a new society on the hn«is 
/ of a new social contrail— in.short, in the foundation of the Utopian 
\ commonwealth. 

* Wtalifi of Natiom, vol. i, p. 351. 

1 


K.D. 


A' 



i 

I 


2 The Physiocrats 

It "nras at this iuncture that Qu esnav a ppeared. Quesnay ■was 
a doctor by profession, who now, when on the verge of old age, had 
turned his attention to tlie study of “ rural f conom}^ ” — ^the problem 
S of the land and the means of subsistence.^ Boldly declaring that 
^ tfie solution of the problem had always lain ready to hand, needing 
neither inventing nor discovering, he further maintained that all 
social relations into which men enter, far from being haphazard, 
are, on the contraiy^, admirably regulated and controlled. To those 
who took the trouble to think, the laws goveminfj^ human asso- 
ciations seemed almost self-evident, and the difficulties they involved 
no greater than the difficulties presented by the laws of geometrj’. 
So admirable were these laws in every respect that once they 
were thoroughly known they were certain to command allegiance. 
Dupont de Nemours cannot be said to have exaggerated when, in 
referring to this doctrine, he spoke of it as “ very novel indeed.” * 

It is not too much to say that this marks the beginning of a new 
’science — ^the science of PoUtical Economy. The age of forerunners 
is past. Quesnay and his disciples must be consid ered the reaj 
founders . oTTEenscience. It is true that their direct descendants, 
the French economists, very inconsiderately allowed the title to 
pass to Adam Smith, but foreign economists have again restored 
it to France, to remain in aU probabilitj’’ definitely hers. But, as is 
the case with most sciences, there is n ot very much to m^k the date of 
its birth or to determine the stock from which it sprang ; all that 
we can confid ently say is that th^i^j'siocrats were certainly the^fir^ 
tdgraip the conception of aTmufied sc ience of society..... In other words. 
Ili^ were tbV fii^ to rWise t h at all social facts are linked to getherin 
t he bonds of inevitable laws, which indi ^•iduaIs ^nd Governments 
would obey if they wefe'dhee made known to them. It may. of coxuse, 
be pointed out that such a pro^^dcnlial conception of economic laws 
has little in common with the ordinary naturalistic or deterministic 
standpoint of the science, and that several of the generalisations are 
simply the product of their own imaginations. It must also be ad- 
mitted that S.mith.hadJ’ar greater powers of observation, as well as a 
superior gift of lucid exposition- and altogether made a more notable 
co ntrib ution to the science. Still, it was the Physidefats who con- 
structed the way alohg^vhich Smitli and the writers of the hundred 



* Qnoranrip first economic articles, •Rri' tea for ibe Grande Encydopidie, were 
on Lee Graine end Lee Fermiere. 

• Professor Hector Denis, speaking of the Physiocratie doctrine, remarks 
that its imperfections arc easily demon.<rfTat/>d. bet that wc psldom rccogni/s it-- 
incomparsble grestneca. 
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years which follow have all marched. Moreov^er, we know that but for 
the death of Quesnay in 1774— two years before the publication of 
— Smith would have dedicated his master- 
piece to him. ^ 

The Physioerats must also be^credited with the foundation of 
( earliest “ school ” of ccOTomist^ in the fullest sense of tlic 
\ term. The enhance of this small group of men into the arena of 
I ^PA signifiwin^ spectacle. So -complete 

was the unanimity of doctrine among them that their verj’ names 
and even tlieir personal characteristics are for ever enshrouded by 
the a non ymity of a collectiye name.’ 

^ Their publicaUons follow each other pretty closely for a period 
of twenty yea rs, from 1 756 to 1778.^ 


' “The genuine economists aro easily depicted. In Dr. Que.snsiy tlicy 
have a common master; a common doctrine in ihti Philosophic Turalc and the 
Analyse iconomigut. Their classical literaturo is summed up in the generic 
terra Physiocracy. In the Tableau Icarnomiqw they possess a formula with 
technical terms as preoise as old Chinaso characters.” This definition of I bo 
Phyaiocrata, given by one of thom.sclvcs, the Abb6 Bandeau {Epbimirides, April 
1770) — writing, wo may bo sure; in no malicious spirit — shows us that the tchool 
po.ssassed not a little of the dogmatism of the Chineo. 

• The first not only in chronological order hut tlie chief rccogm'sed by all 
was Dr. Quesnay (1001-1774). llie pliy.'ician of Ixinis XV and of Mme. tie 
Pompadonr. Ho had already published numerous wor!a> on medicine, lispccially 
tho Essai physique sur CEconomie animale (1736). before turning hia attention to 
economic questions, and more especially to problems of ‘ rural economy.” fli.s 
first contributions, the e.ssay8 on Lee Grains and Lee Fermiers, wbicii nppe.arcd 
in the GranAc Eneyclopidie inl7S0 and 1757, were followed by bis famous Tablrau 
leonomique in 1758. when ho was sixty-four years of age, and in 1700 by l.i" 
Maximes gbnhales du Oouvcmencnl (conomique d’un Poyaume agritolt, wliich is 
merely a development of tho preceding work. 

His writings were not numerous, but his influence, like that of Socratcf, 
disBominatod as it was by bis disciples, became very considerable. 

The be.st edition of his works is that published by Prorc.s.'’or Onrkrn of B'-rne, 
(Euvres leonomiqnes el philosophiquts de F. Qursnay [Paris and Frankfort. ISSSS. 
Our quotations from tho founders aro taken from Colltciions dcs Prinap'JVT 
Eeonomisles. puljlishcd by Daire. 

Tho Slarqnis do Mirabe,iu, father of tho gre.at orator of the Revolution, a 
man of a fiery temperament like his ton, published at about the same date as iho 
production of tho Tableau bis L'Ami des Tlommts. This book, which created a 
great sen-sation, does not strictly belong to Physiocratic literature, for it ignores 
tho fundamental doctrine of the school. La Thforie de VImpAl [llCJi] and La 
Philosophic ruralc (1703), on the other hand, owe their inspiration to Physiocracy. 

Mcrcier do Ja Riviere, a parliamentary advocate, published L'Ordre nalvrnl 
ei essentiel des SoeiHis poliliqves in 1767. Dupont de Nemours refers to thi.« as 
a "snblimo work,” and though it docs not, perhaps, de-'^en'e that epithet ft 
contains, norertheles.B, tho code of the Physiocratic doctrine. 

Dupont de Nemours, n« ho is called after his native town pnhh'.shrd abonl 
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Tujgot TOsJ^be onl y lit erary person among them, but like his 
confreres he. was devoid of wit, though the age was noted for 
its humorists. On the whole they were a sad and solemn sect, 
and their, curious habit of insisting upon logical consistency — as 

the same time, 176S, -when he was only twenty-nine, a book entitled Phydocralit, 
ou Oonsiilulion essentielh du Gouvemement le plus acanlageux au Genre humatju 
To him we owe the term from which the school took its name — Physiocracy, 
which signifies “ the rule of nature.” But the designation “ Physiocrats ” was 
unfortunate and was almost immediately abandoned for “ Pkwnomistes." 
Quesnay and his disciples were the first “ Bconomistes.” It was only much 
later, when the name “ Economist ” became generic and tBeless as a distinc- 
tive mark for a special school, that writers made a practice of reverting to the 
older term “ Physiocrat.” 

An enthusiastic disciple of Quesnay, Dupont’s rd7e was chiefly that' of • 
propagandist of Physiocratic doctrines, and he made little original contribution 
to the science. At an early date, moreover, the great political events in which 
he took an active part proved a distraction. He survived aU his Colleagues, 
and was the only one of them who lived long enough to witness the Revolution, in 
which he played a prominent part. He successively became a deputy in the Tiers 
Etat, a president of the Constituent Assembly, and later on, under the Directoire, 
President du Conseil des Anciens. He even assisted in the restoration of the 
Empire, and political economy was first honoured at the hands of the lastitut 
when he became a member of that body. 

In 1777 Le Tfosne, an advocate at the Court of Orleans, published a book 
entitled De Vlntirit social, par rapport d la Valuer, d la Circulation, i VIndustrie 
tl au Commerce, which is perhaps the best or at least the most strictly economic 
of all. Mention must also be made of the Abbe Baudean, who has no less than 
eighty volumes to his credit, chiefly dealing with the com trade, but whoso 
principal work is L'lnlrodudion d la Philosophic Iconomiquc (177]); and of the 
A.bb6 Roubaud, afterwards Margrave: of Baden, who had the advantage of 
being not merely a writer but a prince, and who carried out some Physiocratic 
experiments in some of the villages of his small principality. 

We have not yet mentioned the most illustrious member of the school, both 
in respect of his talent and his jwsition, namely, Turgot (1727-81). His name is 
generally coupled with that of the Physiocrats, and this classification is sufiicienf ly 
justified by the similarity of their ideas. Still, as we shall see, in many resp)ects 
ho stands by himself, and bears a close resemblance to Adam Smith. Moreover, 
ho commenced writing before the Physiocrats. His essay on pajjer money dates 
from 1748, when he was only twenty-one years of age, but his most important 
work, Riflexior,s eur la Formation el la Distribution des Richesses, belongs to 1766. 

• As the Intendant of Limoges and again as a minister of Louis XVI he possessed 
the necessary authority to enable him to realise his ideas of economic liberty, 
which he did by his famous edicte abolishing taxes upon com passing from one 
province to another, and by the abolition of the rights of wardenship and privilege. 

Unlike the other Physiocrats, who swore only by Dr. Quesnay, Turgot owed a 
ercat deal to a prominent business man, Vincent de Goumay, who at a later 
date became the Intendant of Commerce. Goumay died in 1759. at the early age 
of forty-seven. Of Goumay we know next to nothing beyond what Turgot says 
of him in his eulogy (See Schelle, Vincent de Goumay, 1897). 

Bibliography. Books dealing with the Physiocratic system, both in French 
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if they -were the sole depositaries of eternal truth— must often 
have been very tiresome. They soon fell an easy prey to the 
caustic sarcasm of Voltaire.^ But despite all this they enjoyed 
a great reputation among their more eminent contemporaries. 
Statesmen, ambassadors, and a whole galaxy of royal personages, 
including the Margrave of Baden, who attempted to apply their 
doctrines in his own realm, the Grand Duke Leopol d of Tuscany, 
the Emperor Joseph II of Austri a. Catherine, the famous Em press 
of Russi a, Stanislaus, King of Poland, and Gustavus III of Sweden, 
were numbered among their auditors. Lastly, and most un- 
expectedly of all, they were w'ell received by the Coiurt ladies at 
Versailles. In a word, Physiocracy became the rage. All this may 
seem strange to us, but there are several considerations wliich may 
well be kept in view. The society of the period, raJpnS and licentious 
as it was, took the same delight in the “ rural economy ” of the Phy- 
siocrats as it did in the pastorals of Trianon or Watteau. Perhaps it 
gleaned some comfort from the thought of an unchangeable “ natural 
order,” just when the political and social edifice was giving way 
beneath its feet. It may be that its curiosity was roused by that 
terse saying which Quesnay ■wrote at the head of the Tableau 
economique : “ Pauvres paysans, pau'vre royaume I Pauvre royaume, 
pau'vre roi ! ” or that it felt in those words the sough of a new breeze, 
not very threatening as yet, but a forerunner of the coming storm. 

An examination of the doctrine, or the essential principles as they 
called them, must precede a consideration of the system or the pro- 
posed application of those principles. 

I ' 

II THE NATUBAL ORDE^ 

The essence of the Pliysiocratic system lay in their conception of 
the " natural order.” L'Ordre naturel cl essential dcs Sociriis poIUiqurs 
is the title of Mercier de la RiviSre’s book, and Dup ont de Xe mours 
defined Physiocracy as “ the science of the n atu ral order.” 

What are we to understand by these terms ? 

It is hardly necessary to say that the ter m ‘Lnaturnl order ” is 
meant to'emphasise the contrast bct^Yee n it jand thtLartifidaljsodal 
nad other languages, are, fairly numcro'us. A very dethiki account of thw? 
may bo found in M. Weuiersso’B work, Le Mouvemeni phyiiocrattgue. cn Frar.et cV. 
1766 A 1770, published in 1910, which also contains a very complete exporition 
of the Phy.siocr.atic doctrine. In English thcrcis asucctnol nccoun! of tho syhierr; 
in Higgs’ PhifsiocraU (1897). 

* Eopcci^y in the celebrated pamphlet, UBomme auz Q'.iarantt Eexu, 
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order voluntarily created upon the basis of a social contract.^ But a 

purely negative definition is open to r^nY different inte rpretations. 

>/Iii the first place, this “ natural order ”lmav be conceived as a 

state of nature in opposition to a ci\'ilised state re garded as _an 

artificial creatiotu To discover -what such a “ natural ord e r ” 
ivas like ma n must have recourse to his origins/ ^; 

Quotations from the Physiocrats in support of this view might 
easily be cited.^ This interpretation has the further distinction of 

J. Rousseau, the author of the Conirai Social'^ {1~ 62), was a con- 
temporary of the Physiocrata, but he never became a member of the schooL 
Slirabeau’s attempt to win his allegiance proved a failure. The “natural 
order ” and the “ soc-ial contract ” seem incompatible, for the natural and spon- 
taneous can never be the snbj ect of contract. One might even be tempted to think 
that Rousseau’s celebrated theory was formulated in opposition to PhyEiocra<^, 

' unless we remembered that the social contract theory is much older than 
Ronsst-au’s work. Traces of the same .idea may be found in many writings, 
especially those inspired by Calvinism. To Rousseau the social question 
seemed to be a kind of mathematical problem, and any proposed solution must - 
satisfy certain complicated conditions, which are formulated thus : “ To find' a 
form of association which prot^ts with the whole common force the person and 
property of each associate, and in virtue of which everyone, while uniting himself 
to all, obeys only himself -and remains as free as before.” Nothing could well be 
further from the Physiocratac view. Their belief was that there was nothing to 
find and nothing to create. The “ natural order ” was self-evident. 

It is true that Rousseau was an equally eiitbnaisetic believer in a natural 
order, in the voice of nature, and in the native kindness of mankind. “ The 
eternal laws of nature and order have a real esistence. For the wise they serve 
as positive laws, and they are engraved on the innermost tablets of the heart 
by both conscience and reason.” {£miU, Book V.) The language is identical 
with that of the Physiocrats. Bat there is this great difference. Rousseau 
thought that the state of nature had been denaturalised by social and especially 
by political institutions, including, of course, private property; and his chief 
desire was to give back to the people the equivalent of what they had lost. 
The “ social contract ” is justan attempt to secure this. The Physiocrats, on the ' 
other hand, regarded the institution of private property as the perfect bloom of - 
the “ natural order.” Its beauty has perhaps snBercd at the hands of turbulent 
Governments, but let Governments be removed and the “ natural order ” will at 
once resume its usual course. 

There is also this other prime difference. The Physiocrats regarded interest 
and duty as one and the same thing, forby following his own interest the individual 
is also furthering the good of everybody else. To Rousseau they seemed antago- 
nistic : the former must, be overcome by the latter. “ Personal interest is alu-ays 
in inverse ratio to duty, and becomes greater the narrower the association, and 
the less' sacred.” {Conlrat Social, ii, chap. 3.) In other words, family ties and 
co-operative associations are stronger than patriotism. 

* “ There is a natural society whose esistence is prior to every other human 
sssodation. . . . These self-evident principles, which might form the founda- 
tion of a perfect constitution, are also self-revealing. They are evident not only to 
she weli-infonaed student, but also to the simple savage as he issues from the lap 
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being in accord witli the spirit of the age. The wpsliip of the 
“ noble savage ” was a feature of the end of the eighteenth century. 

It pervades the literature of the period, and the cull which began with 
the tales of Voltaire, Diderot, and iMarnnonlel reappears in tlic 
anarchist waiters of to-day. ^Vs an interpretation of the Phy.‘-iocratic 
position, however, it must be unhesitatingly rcjeeled, for no one bore 
less resemblanee to a savage than a Phy.siocrat. They all of them 
lived highly resi^ectable lives as magistrates, inlevdanU'. pric.sts, aiidj 
royal physicians, and were completely captivated b^' ideas of orderli- 
ness, authority, sovereignty, and property — none of them eoneeptions 
compatible' with a savage state. “ Property , security, and liberty '! . 
constitutes the whole of the social order .” * They never ncquiesccflj ' ‘ 
in the view that mankind suffered loss in passing from the state ‘v' 
of nature into the social state; neither did they hold to ilousseau’s ' 
belief that there was greater freedom in the natural state, although its 
dangers were -such that men were willing to sacrifice something in 
order to be rid of them, but that nevertheless in entering upon the new 
state something had been lost which could never be recovered.* All 
this Was a mere illusion in the opinion of the Physiocrats. Nothing 
.was lost, everything was to be gained, by passing from a st ate of nature 
into the civilised stat^ 

the second pla^ the term ‘‘ natural orde r ” might be taken 
to mean that human societies arc subject to natural laws such as 
■ govern the physical world or exercise sway over animal tir organic 
life. From this standpoint the Physiocrats must be regarded as the 
^'^forerunners of the organic sociologists. Such interpretation seems 
highly probable because Dr. Quesnay through his study of “ animal 
economy” (the title of one of his works) and the circulation of the 

of nature.” (Dupont, vol. i, p. .ttl .) Some Pbysiocnvtfi even Becra inclined lo the 
belief that this •* natural order ” has aotually existed in thcpa.st and that men lost 
it through their own reniifsncss. Dupont do Nemours mournfully n'ka: " flow 
have the people fallen from that st.atc of felicity in which they lived in tho'c 
far off, happy days 7 How is it that they failed to ajiprcciate the natur.al order?” 

Rut even when interpreted in this f.tshion it h.ad no rcHinhlance to a r.avsge 
Htate. It must rather he identified with the Golden Age of tlie rinci"iitB nr the 
Eden of Holy Scripture. It is a lost Paradise which wc must Beck to nge.in. 

Thu view i.s not peculiar to the Phy.-iocrata, hut it is intert..!ting to note how 
unfamiliar they w.cVe with the modem idea of evolutionary progrer.*-'. 

‘ Ji'Tcier de la Rivid-re, vol: ii, p- Cl.'i. “ Natural right i'- imletermiiiri':' in :• 

Blale of nature [note the par.adox). The right only appc.arn when juniee and 
labour have been established.” (Quamny. p. 411.) 

• " By entering society and making conventions for their mutual ndv.ant.-igr 
meii increate the scope of natural right without inc'iniitg any rest riot irn of their 
liberties, for Hits is just the state of things that enlightened rt'i.'-on would i.av.- 
ohn^cn.” (Quesnay, pp. 43, 44.) 
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blood vras already . familiar -witli these ideas. Social and animal 
economy, both, might well have appeared to him in much the same 
light as branches of physiology. From physiology to Physiocracy 
was not a very great step. At anj^ rate, the Physiocrats succeeded 
in giving prominence to the idea of the interdependence of all social 
I classes and of their final dependence upon nature. And this we 
might almost say was a change tantamount to a transformation from 
' a moral to a natural science^ 

Even this explanation seems to us insuffident. Dupont, in the 
words which we have quoted in the footnote below, seems to imply that 
the laws of the beehive and the ant-hill are imposed by common 
consent and for mutual benefit. Animal society, so it seemed 
to him, was founded upon social contract. But such a conception 
of “ law ” is very far removed from the one usually adopted by the 
natural sciences, by physicians and biologists, sa5^ And, as a matte r^; 
of fact, the Physiocrats were anything but determinists. They / 
neither believed that the “ natural order *’ imposed iteelf, lik e gra yi- V 
tati on nor imagined^that it could ever be realised in human sqcie^ \ 


as it is in the hive or_t^ antcfaUl,„ They- saw_that, the Jatter..were, ) 
w ell-ord^redTco m mimit ies, while human sodety at its present sta ge / 
is disord ered, be cause man is free whereas the animal i s_not„ 

What are we to^ make of this “ natural order ” then ? ^^e 
natural order,!’ so the Physiocrats maintained, (is the order which 
God has ordained for the happiness of mankind. It is the provi- i 
dential order.* To understand it is our fet duty — ^to bring our lives 
(jnto conformity with it is our next^ ' 


* Pursuing this same idea, Dupont writes as follows ; “ It is thirteen years 
since a man of exceptitmal genius, well versed in profound dis qnisition, and already 
known for his success in an art where complete mastery only comes with careful 
observation and complete submission to the laws of nature, predicted that natural 
laws extended far beyond the bounds bitberto assigned to them. If nature 
gives to the bee, the ant, or the beaver the power of submitting by common 
consent and for their own interest to a good, stable, and equable form of govern- 
ment, it can hardly refuse man the power of raising himself to the enjoyment of 
the same advantages. Convinced of the importance of this view, and of the 
important consequences that might follow from it, he applied his whole intel- 
lectual strength to an investigation of the physical'laws which govern society.” 
Elsewhere he adds : " The natural order is merely the physical constitution which 
God Himself has given the umverge.” (Introduction to Qoeshay’s works, p. 21 .) 

Hector Denis in his Hittoire des Docirims expresses the belief that the most 
characteristic feature of the Physiocratic system is the emphasis laid upon a 
naturalistic conception of society- He illustrates this by means of diagrams 
sho-.ving the identity of the circulation of wealth and the circulation of the blood. 

’ *,* Its laws are irrevocable, pertaining as they do to the essence of matter 
»nd the soul of humanity.' They are Just the expres^rinn of the will of God. . . . 
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But can a knowledge of the “ order ” ever be acquired bv men 7 
To this they reply that the distinctive mark of this “ order ” is its 
obviousness. This word occurs on almost everj' page they v/rote.* 
Still, the self-evident must in some way be apprehended. The most 
brilliant light can be seen only by the eye. By what organ can 
this be sensed ? By instinct, by conscience, or by reason ? Will 
a divine voice by means of a supernatural revelation show us the 
way of truth, or will it be Nature’s hand that shall lead us in the 
blessc'd path ? The Physiocrats seem to have ignored this question, 
for every one of them indifferently gives his own answer, regardless 
of the fact that it may contradict another’s. Mercier dc la Rividre 
recalls the saying of St. John concerning the “ Light which lighteth 
every man that cometh into the world.” This may be taken to be 
an internal light set by God in the heart of every man to enable him to 
choose his path. Quesnay, so Dupont affirms, ” must have seen 
that man had only to examine himself to find within him an in- 
articulate conception of these laws. In other words, introspection 
clearly shows that men arc unwittingly guided by an “ inherent ” 
knowledge of Physiocracy.” * But, after all, it seems that tliis 
intuitive perception is insufficient to reveal the full glorj' of the 
order. For Quesnay declared that a knowledge of its laws must 
be enforced upon men, and this afforded a raison d'ilrc for an 
educational system which was to be under the direct control of 
the Government. 

To sum _ up, we may sa y that the ” niriiirnl order ’’ was that ’ 
order which kerned obviously the best, not to any individual [ 
whomsoeverr'ButTorrationai, cultured, liberal-minded men like the : 

* Physiocrats. It was^liorTTm ' pfbducr^rTfi c~qHserv^ion of external/ 
facts; it was the revelation of a principle within,. _.AndThis is one 
rcaspnljyhy^lie Pliyriberats showed, such respect for property. and/ 
authority. It seemed to them that these formed the very basis, 
of the “ natural order.” 

^Jt was iust because the ” natural order ” was " supernatural,” 
and so raised above the contingencies of everyday life, that it 
seemed to them to be endowed with all the grandeur of the gco- 

A]1 our intore.sti>, all our wishes, are focused at one poinl, iiiRking for 
harmony and universal happiness. We must regard this as the work of a kind 
Providence, which desires that the earth should bo peopled by happy human 
beings." (Mercier de la Rftifcrc, vol. i, p- 3P0 ; voL ii, p. 638.) 

* “ There is a natural judge of all ordinances, even of the Eovcrcign e. Th)* 
judge, which recognises no exceptions,iejusttheevidenceof thoirconformuy with 
or opposition to natxiral laws." (Dupont, vol. i. p. 7-16.) 

• Dupont, Introduction to Qoesnay's works, vol. i. pp. 10 and 26. 
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metrical order, with-its double attributes of universality and immu- 
tability. It retnained the same for aU times, and for all men. Its 
fiat was “ unique, eternal, invariable, and nnivPE sal^ Divine in its . 
origin, it was universal in its scope, and its praise were sung in 
litanies that'. might rival the Ave M.aria.\ Speaking of its uni- 
versality, Turgot writes as follows : “ IVhoever is unable to overlook 
the accidental separation of political states one from another, or 
to forget their diverse institutions, will never treat a question of 
political economy satisfactorily.” * Referring to its immntability, 
he adds : “ It is not enough to know what is or what has been ; we 
must also know what ought to be: The rights of man are not 
founded upon his-tory : they are rooted in his nature.” 

looked as if this dogmatic optimism would dominate the whole 
Classical school, especially the French writers, and that natural 
law would usurp the functions of Pro%adence. To-day it is everj-- 
where discredited, but when it first loomed above the horizon its^^'"^ 
splendour dazzled all eyes. Hence the many laudatory remarks, 
which -to us seem hyperbolical, if not actually ridiculous.® But 
it was no small thing to found a new science, to set up a new aim and 
a fresh ideal, to lay down the framework which others were to fill i^ 

It was the* practical -results, however, that revealed the full 
powers of the “ natural order.” It so happened that the mass of 
regulations which constituted the old regime fell to the ground 
before its -onslaughts almost immediately, and it all came about in 
this fashion. 

Knowledge of the ” natural order ” was not sufficient. Daily 
life must also conform to the knowledge. Nothing could be easier 
than this, for ” if the order really were the most advantageous ” * 
every man could be trusted to find out for himself the best way of 
attaining it wthout coercion of any kind.® 

This psychological balance which e%mry individual was supposed - 
to carry within himself, a nd which, as(the ba sis of the f^o-Cla^cal 1 
school, is known as the |Hedonistic prin ciple) is admirablj’^ described j 
by Quesnay.® “ To secure _ the gre atest amount of pleasure with I 

’ Baudeaa, vol. i, p. S20. * Letter to Mdlle. Lespinasse (1770). 

* See some remarks on the Tableau (conomique on p. 18. 

* Bandeau, Ejthhneridee du Ciioyen. 

‘ “The laws of the natural order do not in any vay restrain the liberty of 
mankind, for the great advantage which they possess is that they make for 
greater liberty.” (Quesnay, Zlroi't Nature!, p. .75.) And Slercicr de la Rivifirc says 
'vol. ii. p. 617): “The institution of private property and of liberty would 
Bccure perfect order ■without the help of any other Law.” 

* Dialogues sur Its .-3 riisans. 
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•t he least possible outlay shou l d. be the aim of all econom ic effoxt.” \ 
And this_iv as^yii?it -the. ..“ order ” aimed at. “ Whe n eve ry one does 
this the. n aturitL-order..^instcad of ..being endanpered. will be all the 
better assured.” It is of .the_very_jessence of that order that tlie 
p articu larjDtcrest of3he..indi.vidual can never be separated froni the 
common interest of all, but this happens only un^^r a^free system. 
f^TKeTnovernentF of society are spontaneous and not artificial, and 
the desire for joy which manifests itself in all its activities unwit- 
tingly drives it towards the realisation of the ideal type of State.” ^ 
This is laissez-faire pure and simple.^ 

These famous formulae have been so often-repeated and criticised 
since that they appear somewhat trite to-day. But it is certain 
that they were not so at the time. It is easy to laugh at their social 
philosophy, to mock at its nmtdd and simplicity, and to show that 
such supposed harmony of interes t s between m en does not exist, that , 
the interests o f in~cG7iduals do not alwy^sjcoincide with those of the 
community , and that the private citizen is not always the best 
judge even of h is own interests. It was perhaps necessary that 
the science should be born of such extreme optimism. No science 
can be constructed without some amount of faith in a prc-cstablishcd 
order. 

(Moreover, laissez-faire docs not of necessity mean that 
f nothing will be done. It is not a doctrine of passivity or fatalism. 

* There will be ample scop^for individual effort, for it simply means 
leaving an open field and securing fmr play for everyone, free from 
all fear lest his own interests should injure other people’s or in any 
waj^pfejudi^ those of the State. It is true that tlierc will not be 
ihlfch work Tor the Government, but the task of that body will by no 
means be a light one, especially if it intends carrying out the Physio- 
cratic programme. Tlus included upholding the riglits of privnlc 
property and individual liberty by removing all artificial barriers, 
and punishing all those who threatened the existence of any of these 

‘ Mcrcicr de la Bivifcro, vol. ii, p. 617. 

’ The origin of the famous formula is uncertain. Sevemi of the Phj-yio* 
crats, especially Jliralwau and Mcrcicr do In Riviiirc, assign it to Vinf'f nt 
de Gournay, but Turgot, Uio friend and biographer of Vh'nccnt do Goum.ay, 
attributes it, under a slightly different form, laisscz-notis fairr.,to lx* Gcndrc, a 
merchant who, was a contemporary of Colbert. Onclicn thinks th.at tlio credit 
must go to the Marquis d’ArgenBon, who emploj'cd tho tenn in his a« 

early as tho ye.ar 1736. Tho formula itself is quite couinionplnco. It only booa!7ic 
important when it was adopted as tho motto of a fnraou.s school of thinker,*, “o 
that this kind of research has no groat interest. For a discussion of lin> UTS-kal 
question, soo tho work of M. Scholle, Yinceni de Goumaij (1S07;, and cs{>cci3!)T 
Oncken’s Die Maxime Laissezfairc et Tiai^rtz-fnveT (Borne. lSb’61. 
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rights ; while, most important of all, there was the duty of giving 
instruction in the laws of the “ natural order,^ 


IT; THE NET PRODUCT 

Every social fact had a place within the “ natural order ” of the 
Physiocrats. Such a wide generalisation would have entitled them 
to be regarded as the foimders of sociology rather than of eco- 
nomics. But there was included'one purely economic phenomenon 
which attracted their attention at an early stage, and so completely 
captivated their imaginations as to lead them on a false quest. This 
was the predominant position which land occupied ts an agent of 
production —the most erroneous and a^ the sa me tim e._the^ roost 
char acteristic do ctri ne in the w hole Physipcratic syst eixu. 

Every productive undertaking of necessity involves certa in 
outgoing s — a certain loss . In other words, some amount of wealth 
( is destroyed in the production of new we alth-— an arriount that 
\ ought to be subtracted from th e-amount_oLncw-wealtlL-prodticed-- 
This dif ference, measuring els it does the excess of the one over the 
\ other , constitutes the net inc reaseja£-wealtb.^Jaiawn since t be_timc 
^ I of the-Bh ysiocrats a s the “ net produc t.” 

\ , The Physiocrats believed that this ‘'net product” was confined 

to one class of production only, namely, agriculture. Here alone, 
so it seemed to them, the wealth produced was greater than^the 
wealth consumed. Barring accidents, the labourer reaped more 
than he consumed, even if we included in his consumption his main- 
tenance throughout a whole year, and not merely during the seasons 
of harvest and tilth. It was because agricultural production had 
this unique and marv'ellous power of jnelding a “net product” that- 
economy was possible and civilisation a fact.^ It was not true of 
any other class of production, either of commerce or of transport, 
where it was very evident that man’s labour prodilced nothing, 
but merely replaced or transferred the products already produced. 
Neither was it true of manufacture, where the artisan simply com- 
bined or otherwise modified the raw material.® 

It is true that such transfer or accretion of matter may increase 

1 “ TLs prosperity of mankind is bound up vdth a.miarimumfnet product.” 
(Dupont de Nemours, Origint iTune Science nouvellt, p. 346.) 

’ Labour applied anywhere except to land is absolutely sterile, for man is 
not a creator ” (Le Trosne, p. 942.) 

“ This physical truth that the earth is the source of all commodities is so very 
evident that none of vs can doubt if.” (Le Trosne, Iniiril social.) 

“The produce of the soil may be divided into two parts . . . what 
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the value of the product, but pnly in proportion tc the amount of 
wealth which had to be consumed in order to produce it ; because 
the price of manual labour is always equal to the cost of the neces- 
saries consumed by the worker. All that we have in this case, how- 
ever, is a collection of superimposed values with some raw material 
thrown into the bargain. But, as Jlcrcier de la Riviire put it, 
“ addition is not multiplication.” * 

Consequently, industry was voted sterile. This implied no 
contempt for industry and commerce. ” Far from being useless, 
these are the arts that supply the luxuries as well as the necessaries 
of life, and upon these mankind is dependent both for its presers’ation 
' and for its well-being.” * They are unproductive in the sense that 
they produce no “ extra ” wealth. 

It may be pointed out, on the other hand, that the “ gains,” both 
in industry and commerce, are far in excess of those of agriculture. 
All this was immaterial to the Physiocrats, for “ they were gained, 
not produced.” ® Such gains simply represented wealth transferred 

romaina over is free and disposable, a.pnro gift given to the cultivator in addition 
to the return for his outlay and tho wages of his labour.” (Turgot, Riflexiont.) 

“ Raw material is transformed into beautiful and useful objoots through the 
diligence of tho artisan, but before his task bogius ft is necessary that other? 
should supply tho raw material and provide the nece.'^ary sustenance. Wlien 
their part is completed others should recompense them and pay them for their 
trouble. The cultivators, on the other hand, produce their own raw material, 
whether for use or for consumption, as well as everything that is consumed by 
others. This is just where tho difTcronco between a productive and a sterile 
class comes in.” (Baudoau, Correipondanct avec ilf. Graslin.) 

> “ A weaver buys food and clothing, giving 1 CO franus for them, together with 
a quantity of flax, for which ho gives CO francs. The cloth will bo sold for 200 
francs, a sum that will cover all expenditure.” (Sfercicr do la BiviSre. toI. ii. 
p. .598.) “ Industry merely superimposes value, but does not create any which 
did not previously exist.” {Ibid.) 

* Bandeau, Ephhn. ix (1770). One feels that the Physiocrats go too f.ir when 
they say that “ the merchant who sells goods may occasion.ally prove as n'cful as 
tho philanthropist who gives them, bccauso want puts a price upon the service of 
tho one just os it docs upon tho charity of the other.” {Du Marchand dt Grairut, 
in tho Journal dt V Agriculture, du Commerce, et dee Finaner^t, December 177.7, 
.quoted in a thesis on tho com trade by M. Curraond, 1900.) We mn.st imist upon 
the fact that ” unproductive ” or “ sterile ” did not by any means signify “ U'e- 
less.” They saw clearly enough that tho labour of tho weaver who makes linen 
, out of flax or cloth out of wool is at any rate as useful ns that of the cultivator who 
produced tho wool and tho flax, or rather that the letter's foil would be perfectly 
useless without tho industry of the former. They also roalitcd that although we 
inny say that ngricnUural labour is more urcful than tlml of tho wc.aver or the 
mason, especially when the land is used for naising c6m. one cannot rsy r.e 
much when that same land is employed in producing roses, or mull'crry treti 
for rearing silkworms. * !■« Trosne, p. 045. 
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Jrom the agricultural to the industrial classes.^ The agricultural 
classes furnished the artisans not only with raw material, but also 
with-the necessaries of life. The artisans were simply the domestic 
servants, or, to use Turgot’s phrase, the* hirelings of the agricul- 
turists.* Strictly speaking, the latter could keep the whole net 
product to themselves, but finding it more convenient they entrust 
the making of their clothes, the erection of their houses, and the 
production of their implements to the artisans, giving them a portion 
of the net product as rernuneration.® It is possible, of course, 
that, like many servants in fine houses, the latter manage to make, a 
very good living at their masters’ expense. 

The “ sterile closes ” in Physiocratic parlance simply signifies 
those who draw their incomes second-hand. The Physiocrats had 
the good sense to try to give an explanation of this unfortunate 
term, which threatened to discredit their system altogether, and 
which it seemed unfair to apply to a whole class that had done more 
than any other .towards enriching the nation. 

It is a debatable point whether the Physiocrats attributed 
this virtue of furnishing a netproduct^olely to agriculture or whether 
they intended it to apply to extractive industries, such as mining 
and fishing. They seem to apply it in a general way to mines, but 
the references are rare and not infrequently contradictory. We can 
understand their hesitating, for, on the one hand, mines undoubtedly 
give us new wealth in the form of raw materials, just as the land or 
sea does ; on the other hand, the fruits of the earth and the treasures 
of the deep are not so easily exhausted as mines. Turgot put it 
excellently ^en he said, “The land produces fruit annually, but 
a mine produces no fruit. The mine itself is the garnered fruit,” 
and he concludes that mines, like industrial undertakings, give no 
net product, that if any one had any claim to that product it would 
be the owner of the soil, but that in any case the surplus would be 
almost-insignific.ant.* 

‘ “ It.scems necessary as well as Bimple and natural to distinguish the men 
who pay others and draw their wealth directly from nature, from the paid men, 
who can only obtain it as a reward for useful and agreeable services which they 
have rendered to the former class.” (Dupont, vof. i, p. 142.) 

’ It is rather strange that Turgot should have added t his qualification, because 
he was more favourable to industry and less devoted to sgricullnre than the_ 
rest of the Physiocrats. 

. • “ I mnst have a man to make my clothes, jnst as I must have a doctor whose . 
advice I may ask concerning my health, or a lawyer concerning ray afiairs, or 
a servant to work instead of me.” (Le Trosne, p. 949.) 

* On this point see JL Pervinquiere, Con/n&tdion d fStvit dtla Produclivitl 
dans la Physiocratic. The indifierenco of the Physiocrats to mines shows p. want of 
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This essential difference wliieh the Physiocrats sought to establish 
■ between agricultural and industrial production was at bottom 
theological. The fruits- of the earth are given by God, while the 
products of the arts arc -wrought by man, who is powerless to create.’ 
The reply is obvious. God would still be creator if lie decreed to 
give us our clothes instead of our daily bread. And, although 
man cannot create matter, but simply transform it, it is important 
to remember that the cultivation of the soil, like the fashioning of 
iron or wood, is merely a'process of transformation. They failed to 
grasp the truth which Lavoisier was to demonstrate so clearly, 
namely, that in nature nothing is ever created and nothing lost. 
A grain of com sown in a field obtains the materials for the car 
from the soil and atmosphere, transmuting them to suit its own 
purpose, just as the baker, out of that same com, combined with 
water, salt, and yeast, svill make bread. 

But they were sufficiently clear-sighted to see that all natural 
products, incltiding even corn, were influenced by the varying 
condition of the markets, and that if prices fell very low the net 
product disappeared altogether. In -view of such facts can it still 
be said that the earth produces real value or that its produce differs 
in any essential respects from the products of industry ? ' 

The Physiocrats possibly thought that the Ion prix — ;.e. the 
price which yielded a surplus over and above cost of production — 
was a normal effect of the "natural order.” Whenever the price 
fell to the level of the cost of production it was a sure sign that the 
"order” had been destroyed. Under these circumstances there 
was nothing remarkable in the disappearance of the net product. 
This is doubtless the significance of Quesnay’s enigmatic saying : 
“ Abundance and cheapness are not -wealth, scarcity and dearness 
are misery, abundance and dearness are opulence.” * 

But if the bon prix simply measures the difference between 
the value of the product and its cost of production, then it is nol 

Boicntifio Bplrit, for oven from their ovra point of -vie-n- f ho question vr.'is one of 
prime importance. No commodity could bo produced without r.-iw material, and 
■wealth is simply a collection of commodities. Raw material is fumfslicd by 
(he mine as well na by tho soil. In the history of mankind iron has played ns im- 
portant a part as com. Agriculture itself is an citmetivo industry, where the 
miner — tho agriculturist — uses plants instCJid of drilfs. and in both enres the 
product is exhaustible, 

' LoTrosne, p. P42. 

“ Land owes ita fertility to the might of the Creator, and oat of Hfs blcsring 
flow its inoxhaUBtiblo riches. This power is already there, and man simply mak« 
use of it.” (liO Trosno, Intirtl social, chap. 1, § 2.) * Qnennny, p. 325. 
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more common in agriculture than in other modes of production. 
Nor does it extend over a longer period in the one case than in the 
other, provided competition be operative in both cases ; on the con- 
trary, it -prill become manifest in the one case as easily as in the 
other, especially if there be any scarcity. It remains to be seen 
then -whether monopoly values are more prevalent in agricultxural 
production than in industrial. In a very general "way, seeing that 
there is only a limited quantity of land, -we may answer in the 
affirraative, and admit a certain degree of validity in the Physio- 
cratic theory. But the establishment of protective rights and the 
occurrence of agricultural crises clearly prove that competition also 
has some influence upon the amount of that revenue. 

The net product was just an illusion. The essence of production 
is not the creation of matter, but simply the accretion of value. 
But it is not difficult to appreciate the nature of the illusion if we 
recall the circumstances, and try to -visualise the kind of society 
-with which the Physiocrats were acquainted. One section of the 
community, consisting solely of nobilitj’^ and clergy, lived upon the 
rents which the land yielded. Their luxurious lives would have 
been imppssible if the earth did not yield something over and above 
the amount consumed by the peasant. It is curious that the Physio- 
crats, while they regarded the artisans as nothing better than 
servants who depended for their very existence upon the agricul- 
turists, failed to recognise the equally complete dependence of the 
worthless proprietor upon his tenants. If there had existed 
instead a class of business men living in ease and luxurj*, and 
dra-wing their di-vidends, it is quite possible that the Physiocrats 
would have concluded that there was a net product in industrial 
enterprise. 

So deeply rooted was this idea of nature, or God operating through 
nature, as the only source of value that we find traces of it even in 
Adam Smith. Not until we come to Ricardo do we have a definite 
contradiction of it. With Ricardo, rent, the income derived from 
land, instead of being regarded as a blessing of nature — the Alma 
Parens — which was boimd to grow as the “natural order ” extended 
its swaj”, is simply- looked upon as the ine\*itable result of the limited 
extent and growing sterih'ty- of the land. No longer is if a free gift 
of God to men, but a pre-imposed tax wluch the consumer has to 
pay- the proprietor. No longer is it the net product; henceforth 
it is known as rent. 

As to the epithet “ sterile,” which was applied to every kind of 
work other than agriculture, we shall find that it has been superseded. 
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and that the attribute " productive has been successively applied to 
every class of work — first to industry, then to commerce, and finally 
to the liberal professions. Even if it were true that-induslrial under- 
takings only yield the equivalent of the value consumed, that is 
not enough to justify the epithet “ sterile,” unless, as Adam Smith 
wittily remarks, we are by analogy to consider every marriage 
sterile which does not result in the birth of more than two children. 
To invoke the distinction between addition and multiplication is 
useless, because arithmetic teaches us that multiplication is simply 
an abridged method of adding. 

It seems very curious that that kind of wealth which appeared 
to the Physiocrats to be the most legitimate and the most superior 
kind should- be just the one that owed nothing to labour, and which 
later on, under the name of rent, seems the most difficult to justify. 

But we must not conclude that the Ph}'siocratic Ihcorv' of the 
net product possessed no scientific value. 

Tt was a ebnllpng e to the cconomic doctrines of the time, especially 
M greantilism . .The Mercantilists thought that the only, .w av In 
increase wea lt h was to exploit neighbours an d-Colonists. but they 
failed to see that commerce and agriculture afforded eq ually satis- 
factory methods. Npr must we forget the Physiocrats’ influence upon 
practical politics. Sully, the French minister, betraj’s evidence of 
their influence when he remarks that the only two sources of national 
wealth are land and labour. Let us also remember that, despite 
some glaring mistakes, agriculture has never lost the pre-eminence 
which they gave it, and that the recent revival of agricultural 
Protection is directly traceable to their influence. They were 
always staunch Free Traders themselves, but wc can hardly blame 
them for not being sufficiently sanguine to expect such whole- 
hearted acceptance of their views as to anticipate some of the more 
curious developments of their doctrines. It is almost certain that 
if they were living to-day they would not be found supporting the 
Protectionist movement. At least this is the opinion of JI. Oncken, 
the economist, who has made the most thorough sludj* of their 
ideas.* 

Although the Physiocratic distinction between agriculture and 
industry was largely imaginar)'-, it is nevertheless true that agriculture 
docs possess certain special features, such ns the power of cngcndcririg 
the forces of life, whether vegetable or anintal. This my.stcrious 

• QtachicliU dtr National Ocl:oiwmie, Part I, Die Zeit for Adam Smith. 

M. Moline’s book. TjC Ttelour 4 la Terre, tliougli Protectionist in ton?, is vIioUt 
imbued -with the Pbysiocratio spirit. 
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under the term nature ” was only very dimlv under- 


stood b y the Physiocrats, and still is often ranfused~TOth 
the physico-chemical forces, does reaifv possess s^me charaetenitiK 

help us to diffe rentiate betwe en agT icujtor^TmduHx^^ 

At some moments agriculture seems inferior becaU^ itsretmS'‘are 
limited by the exigencies of time and place ; but more often superior 
because agriculture alone can produce the necessaries of life. This 
is no insignificant fact ; but we are trenching on the difficult problems 
connected with the name of Malthus. 


Ill : THE CIRCULATION OF WEALTH 

The Physiocrats were the first to attempt a synthesi s of distributio n. 
They were anxious to know — and it was' surely a praiseworthy 
ambition — how wealth passed from one class in society to another, 
why it always followed the same routes, whose meanderings they 
were successful in unravelling, and how this continual circulation, 
as Turgot said, “constituted the verj' life of the body politic, just as 
the circulation of the blood did of the physical.” 

A scholar like Quesnay, the author of the work bn animal 
economy ^ and a diligent student of Harvey’s new discovery, was 
precisely the man to cany the biological idea over into the realm 
of sociology. He m ade use of the idea in his Tableau iconom igue, 
w hich^ js-sigiEly a grapliic rep resentation of t he wav in which th e 
circulation. of wealth takes p lacenLhe appearand of this table caused 
an enthusiasm among his contemporaries that is almost incredible,^ 

* Essai ffur C Eccnomit antmsh (1747). 

* “ There have bean since the world began three great inventions which have 
principally given stability to political societies, independent of many other in- 
ventions which have enriched and advanced them. The first is the invention 
of writing, which alone gives human nature the power of transmitting without 
alteration its laws, its contracts, its annals, and its discoveries. The second is 
the invention of money, which binds together all the relations between civilised 
societies. The third is the Economical Table, the result of the other .two, which 
completes them both by perfecting their object ; the great discoveiy of onr age, 
bnt of which our posterity wiil reap the benefit,” (Mirabeau, quoted in JVcahh 
of Nalions, Book IV, chap. 9.) Bandeau is no le^ enthusiastic. “The.se 
figures,” he writes, “ are borrowed with the consent and npon the advice of the 
gn-at master whose genius first begat the sublime idea of this Tableau,, The 
Tablicu gives as such a clear idea of the premier position of the science that all 
Europ-* i.® bound to accept its teaching, to the eternal glory of the invention and 
the everlasting happiness of mankind,” (P. SG7.1 

The first edition of the Tableau, of which only a few cc-j'>-t3 were printed, 
is missing altogether, but a proof of that edition, corrected bv Quesnay himself. 

recently discovered in the Bibliot’itqne Xationale in Paris by Frofefaoi 
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although Professor Hector Denis declares that he is almost ready 
to share in Mirabeau’s admiration.^ 

We know by this time that this circulation is much more com- 
plicated than the Physiocrats believed, but it is still worth while 
to give an outline of their conception.^ 

Qimsnay distinguishes three social classes : 

1 productive xlassxonsisting entirely of agriculturists— perhaps 
also of fishermen and miners. 

^ proprietary class, i ncluding not only landed proprietors, 
but also any who have the slightest title to^sovereignty of any kind 
— a survival of feudalism, where the two ideas of sovereignty and 
proper^^ are always linked together. 

sterile c lass._consistinL» of merchants and manufacturers, 
together rvith domestic servants and members of the liberal 
professions. 

The first class, being the only prodticlivc class, must supply all 
that flow of wealth whose course we are now to follow. Let ns sup- 
pose, then — the figures are Quesnay’s and seem sufTiciently near the 
tacts — tlmt the value of the total wealth produced equals 5 milliard 
francs. Of this 5 milliards 2 milliards are ncccssarj' for the upkeep 
of the members of this class and its oxen during harvest and sowing. 
This portion docs not circulate. It simply remains where it was 
produced. The produce representing the remaining 8 milliards is sold. 


Stephen Bauer, of the Univctsily of Bfilc. A fammih- uha p.nhliehed by the 
BritiBh Economic Association in 18fH. 

* “The discovery of the circiilnlion of wealth in economic pooicties occupies 
in the history of tlu; scicnco the same jiosifion ns is occupird by tim discovery 
of tho circulation of the blood in the history of bioio<;y.” 

• Quesnay’s table consists of a number of columue placed in juxtiiiiopilion 
with a number of zigrjig lines which cross from one column to unolher. If he !md 
been living now ho would almost certainly have u.scd tho graphic method, which 
would have sinijililicd maltcra very considcrobly, and it is romewimt strange 
that no one him altcinpled this with his Tableau. Hector Denis has couii«irvd hin 
table!! with those of the onalomi.sl end traced a p.-iridlcl Ix't ween the litiUs of the 
economical world and the plexus of veins and arteriia in the human liody. 

His explanation of the Tableau by means of mathematical table" givc^ him 
a claim to bo considered a pioneer of tbo Mathernntical school. Tull jimilcc 
has been done to him in this rcPi>cci. An arlicle by Bauer in the Quarinly 
Journal oj Erx/nomiM, 18U0, recognises his claim, and thcic is another by Om k! n 
in tho Economic Journal for Juno 1890, entitled The Ply&iocrale Tcnirtiiere 
of the ilalhemntieal PeJmnl. His contemporary !.<■ Trosne is even mon- cmpl’.'.tic 
on the point; “ Economic science, being a sludy of measurable object.^ is an 
exact Roienee, and tie conclusions may be malhemaltcnliy tested, Wliat the 
science lacked was o convenient formula which might be applied to lest its 
general conclasions. Such a formula wo now have in the Tableau (xoru/iniyue." 
(Df rOrJrc social, viii, p. 218.) 
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But agricultural products alone do not suffice for the upkeen of Class 1. 
Manufactured goods, clothes, and boots also are'required , and these are 
got from the industrial classes, for which, a milliard francs is given. 

There remain just 2 milliards, which go to the landowners and the 
Government in rents and taxes. By and by we shall see how they 
attempted to justify this apparent parasitism. 

L-et tis pass on to consider the propertied dass. It manages 
to live upon the 2 milliards which it receives by way of rents, and 
it lives well. Its food it must obtain from tlie agricultural class 
(unless, of course, the rents are pmd in kind), and for tin's it possibly 
pays a milliard francs. It also requires manufactured goods, which 
it must get from the sterile class, and for wliich it pays another 
milliard francs. This completes their account. 

As to the sterile class, it produces nothing, and so, unlike the 
preceding class, it can only get its necessaries second-hand from the 
productive class. These may be got in two ways : a milliard from 
the agricultural class in pajunent for manufactured goods and 
another milliard from the landed proprietors. The latter milliard 
being one of the two ivhich the landed proprietors got from the agri- 
culturists, has in this way described the complete circle. 

The 2 milliards obtained as salaries by the sterile class are 
employed in buying the necessaries of life and the raw material 
of industry. Arid since it is only the productive class that can 
procure these necessaries and raw materials, this 2, milliards passes ^ 
into the hands of the agriculturists. The 2 milliards, in short, 
return to tlieir starting-point Adding the milliard already paid 
by the- landed proprietors to the 2 milliards’ worth of products 
unsold, the total of 5 milliards is replaced in the hands of the pro- 
ductive class, and so the process goes on indefinitely.' 

Tills resume gives but a veiy imperfect idea of the vast com- 
plexities and difficulties involved in tracing the growth of revenues 
— an evolution which tlie Physiocmts followed with the enthu- 
siasm of children. The}' imagined that it was all very real." The 

' Turgot, although he is not speaking ot the Tallcau itself in this case, sums 
it up admirably in the following : “ "^Tiat the labourers get from the land in 
addition to what is sulncient to supply their own needs constitutes the only 
wages fund [note the phrase], which all the other members of society can draw 
upon- in return for their labour. The other members of society, when they 
buy the commodities which the labourer has produced, simply give him the b.ire 
equivalent of what it has cost the labourer to produce them.” (Turgot, vol. i, p. 10.) 
For a more detailed account see Bandeau, F.zj/lication dti Tableau iconomique. 

1 >1 qqiis movement of commercs from one class to another, and the conditions 
which give rise to it, are not mare hypotheses. A little reflection will show that 
they are faithfully copied from nature.’’ (Quesnay, p. 60.) 
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rediscovery of their millions intoxicated them, but, like many of the 
mathematical eionomists of to-day, they forgot that at llie eml of 
their calculations tliey only had what llicy had assumed at the 
beginning. It is very evident that the bible proves nothing ns to 
the essential point in their system, namely, whether there really 
exist n productive and a’ sterile class.' 

. The most interesting thing in the Physiocratic scheme of distri- 
bution is not the particular demonstration which they gave of it, but 
the emphasis which they laid upon the fact of the circulation of 
/ wealth taking^place in accordance with certain laws, and tiie way in 
/ which the revenue of each class was delcrminod by this circulation. 

' ' The singular position which the proprietors hold in this tripartite 

division of society Js one of the most curious features of tlie 
85^i^'m, ■ V, 

Anyone examining the table in a non-Physiocralic fashion, 
but simply viewing it in the modern spirit, must at once feel surprised 
and disappointed to find that the class which enjoys two-fifths of 
the national revenue does nothing in return for it. IVe sliould 
not have been surprised if such glaring parasitism had given to 
the work of the Physiocrats a distinctly socialistic tone. But they 
were quite imperrious to all suclTideas, They never appreciated 
the weakness of the landowners’ position, and they always treated 
them with the greatest reverence. The epithet “ sterile ” is applied, 
not to them, but to manufacturers and artisans ! Property is the 
foundation-stone of the “ natural order.” The proprietors have been 
entrusted with the task of supplying the staff of life, and arc endued 
with a kind of priestly sacredness. It is from their hands tliat all of 
us receive the elements of nutrition. It is a “ divine ” institution — 
the word is there.* Such idolatry needs some explanation. 

One might have expected — even from their own point of view — 
that the premier position would have been given to the class which 
they termed productive, i.e. to the cultivators of the soil, who were 

‘ They imagined that it was nctiinlly so. *' On the one Imnd, we see the pro- 
duotivo class living on a scric-s of payments, wliich arc 'given in return for ifa 
labour, and always tearing a closo relation to the outlay ui>on ita upkeep. On 
the other, there is nothing but consumption end annihilation of goods, hut no 
production.” (Quc-snay, p. 00.) 

• “ It is impossible not to rccognire (he right of property a.s a divine institution, 
for it has been ordained that this should te the indirect means of perpetuating 
the work of orcation." {I..a Riviere, p. 018.) ‘'The order of society presuppost-s 
the existence of a third class in society, namely, the proprietors who make pre- 
paration tor the work of cultivation and who dispen'e 1 he net product." (Qu**nsy, 
p. 181.) 
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n?ostIy farmers and jnMat/ers. The land «-3s not of their raaldng, if 
IS tirue. -They had simply received it from the' proprietor. This 
latter class takes precedence because God has willed that it should 
be the first dispenser of all wealth.* 

There is no need to insist on this strange aberration which led 
them to look for the creator of the land and its products, not amid 
the cultivators -of the soil, but amci^ the idlers,* Such was the 
lo^cal conclusion of thdr argumenL / We murt also remember that 
- the Piiysiocrats failed to realise theTnherent dignity of all true 
labour simply because it was not the creator of wealth. This 
applied both to the agneultural labourer and the industrial worker, 
and though the former alone was considered productive it was 
because he was working in co-operation with nature. It was nature 
that produced the wealth and not the worke^ 

Something^must also beattributed to their enWromnent. Knowing 
only-feudal society, with its economic and political activities governed 
and directed by idle proprietors, they suh'ered from an illusion as 
to the necessity for landed property similar to that which led 
Axistotle to defend the institution of slavery'.® 

Although they failed to foresee the criticisms that would be 
levelled against the institution of private property, they were very 
assiduous — especially the Abbe Eaudeau — ^in seeking an explanation 
of its origin and a justification of its existence.- The reasons which' 
they ’ advanced are more worthy of quotation than almost any 
argun>cnt that has since been employed by conservati-^^e economists. 

The most solid argument, in their opinion — at least the ope that 
was most frequently used — ^is that these proprietors are either the 
men who cleared and drained the land or else their rightful descendants. 
They have incurred or they are incurring expenditure in clearing 
the land, enclosing it and building upon it — ^^vhat the Physiocrats 
call the avarices fonciires.^ They never get their revenues through 

* “ Immediately below the landed proprietors come the productive classes, 
whose labour is the only source ot their income, hut who cannot exercise that 
labour unlea? the landlord has already incurred some outlay in the way of ground 
expenses.” (Bandeau’, p. 601.) 

* The Physiocrats never mention the agricultural workers, and one might 
almost think that there were none. Their solicitude for the agriculturists docs 
not extend beyond the farmers and mtiaticTs. M- Weulersse has referred to 
their system, not without some justification, as an essentially capitalistic on(^ ^ 

* “We may call them the nobility, as well as the propertied class. Nobility 

in this sense, far from being illusory, is a very u-seful institution in the history ol 
civilised nations.” {Bandeau, p. 670.) , . 

* “ In the third line-^they generally occupy the first rank— we have, the 
landed proprietors who prepare the soil, build houses, make plantations end 
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some one else as the manufacturers do, and they arc anythint; but 
parasites. Their portion is opthnojure, in virtue of a right prior and 
superior even to that of the cultivators, for although the cultivators 
help to make the product, the proprietors help to make the land. 
The three social classes of the Pliysiocratic scheme may be likened 
to three persons who .get th eir water from -the .g ame ve il. It is 
drawn from the well by members of the produefive class in bueket- 

Enclosurcs at their own oxpenso or wlio pay for those outlays by buying profaTty 
already developed. This revenue, they might argon. Isilongs to us Is'rause n( 
the wisdom and foretliought wo have oiorci.sod in prcjuring the land, in under- 
taking to keep it in repair, and to improve it still further.” (Raudeau, Phih- 
tophie iconomique, p. 7.^7.) “ The foremost and most essential agrnf of production 
must bo that man who makes it poasihlo. But who is this agent but tiio landed 
proprietor, whose claims to his prerogatiyc-s arc based iijion the ni-od for iiis 
productive services 7 ” (Meroier do la Riviere, pp. 4n(5--1G7.) 

‘‘It is (his expenditure that makes the claim of proprietors real and their 
existence ju.st and necessary. Until such expenditure is incurred the riglit 
of property is merely an oxolusivo right to make the soil capable of bearing 
fruit.” (Raudeau, p. S.'Jl.) In other words, so long as the proprietor has not 
incurred some expenditure the right of property is simply reduced to oceupa(inn. 

The Physiocrats distinguished throo kinds of avanc^s : 

1. Tho annual oxpondituro (amnees nnnveUrs) incurred in connection with 
the actual work of cultivation, which recurs every year, such as tho cost of seed 
and manure, cost of maintaining labourers, etc. The annual harvest ought to 
repay all this, which to-day would bo called circulating capital. 

2. Tho “ original " outlay (avancu primitives) involved in buying catde and 
implomonts which render service for a number of years, and for which the pro- 
prietor does not expect to bo rccompen.scd in a single year. Tho rctnm is spread 
out over a number of years. Hero wo have tho dtsrinclion between flx'-rl and 
circulating capital, and the idea of Urn gradual redemptionof tho formerasagainrt 
tho total repayment of the latter at ono single use. It did not escape tho Piiysio- 
orata’ notice that an intelligent increase ol the fixed might gradually reduce tho 
annual oxj)cnditure. Such ideas were quite novel. Rut they immediately (ook 
their place as definite contributions to the science. They are no longer confined 
to agricultnro. however, but apply cqnally to all branches of production. 

3. Tho avaners fonr.ilres arc tho cxpen-'cs which are undertaken with a view to 
preparing tho land for cultivation. (The adjective ” primilivQ ” would have been 
better applied here.) 

The first two kinds of erpenditure arc incumlient upon the ngrirulturisl and 
entitle him to a remuneration BuOioient to cover his expenses. 

Tho third is incumbent upon tho proprietor and conslitutca his claim to a 
share of tlio funds. “ Before you can set up a fann where npricultxiro may be 
steadily practised yc.ar in and year out what mn.st !« done 7 A block of Imildines 
and a fnrmliou.so must be built, road.s made and plantations set, the roil must 
bo prejjared, (bo stone.s clc.ared, trees cut down and roots removed ; drains inust 
also Ih) cut and sholters prepared. Tli".''e arc (be avtin'-rs jtmePres, the work 
that is incumbent upon proprietors. and tho true b.nsis of (heir claim to ih' 
privileges of proprietorship.” (Raudeau, fiph^nuriiJes, May 177fi. A r<'p!y to 
Condillnn.) 
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fills, whieh are passed on to the proprietors, but the latter class 
gives nothing in return for it, for the jrell is of their making. At a 
respectable distance comes the sterile class, obliged to bu3^water in 
exchange for its labour.^ 

The Physiocrats failed to notice the contradiction involved in 
this. -If the revenue vhich the proprietor drarrs represents the 
remuneration for his outlay’’ and the return for his expenditure it is 
no longer a gift of nature, and the net product vanishes, for, by 
definition, it repr^ented ivhat was left of the gross product after 
paying all initial expenses — the excess over cost of production. If ive 
accept this explanation of the facts there is no longer any surplus 
to dispose of. It is as capitalists pure and simple and not as the 
representatives of God that proprietors obtain their rents. 

Must we really believe that although these outlay’s afford some 
explanation of the existence of private property’ they’ supply- no 
means of measuring or of limiting its extent ? Is there no connection 
between these outlays and the revenues which landed proprietors 
draw ? 

Or must we distinguish between the two portions of the revenue — 
the one, indispensable, representing the reimbursement of th.e 
original outlay, and in every’ respect cornparable to the revenue of ’ 
the-; farmer, and the other, being a true surplus, constituting the 
net product ? How can they justify’ the appropriation of the 
latter ? 

There is another argument held in reserve, namely, that based 
upon social utility’. They point out that the cultivation of land 
would cease and the one source of all wealth would become barren 
if the pioneer were not allowed to reap the fruits of his labour. 

The new argument is a contradiction of the old. In the former 
case land was appropriated because it had been culti%'ated. 'In the 
present case land must be appropriated before it can be cultivated. 
In 'the former labour is treated as the efficient cause, in the latter 
as the final cause of production. 

Finally’, the Physiocrats believed that landed proprietorship was 
simply the direct outcome of “ personal property,” or of the right 
of every man to provide for his own sustenance. This right includes 
the right of personal estate, which in turn involves-the right of landed 
property. These three kinds of property are so closely connected 

‘ •• Withont that sense of seenrity which property gives, the land would still l>e 
uncultivated.” (Qaesnay, Maxim:*, i v.) “ Everything would be lost h this fount 
of wealth were not as well assured as the person of the individnaL” {Dupont, 
*rol. i. p. 26.) 
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that in reality they form one unit, and no one of the three can be 
detached without involving the destruction of the other two.’ 
They were full of veneration for property of every description — 
not merely for^landed property. “ The safety of private property 
is the real basis of the economic order of society,” says Quesnay.* 
Mercier de la RiviSre writes : “ Property may be regarded as a 
tree of which social institutions are branches growing out of the 
trunk.” ® We shall encounter this cult of property even during 
the terrible days of the French Revolution and the Reign of Terror. 
When all respect for human life was quite lost there still remained 
this respect for property. 

The defence of private property was already well-nigh complete.^ 
But if they were strong in their defence of the institution they did not 
fail to imposO'Upon it some onerous duties — which counterbalanced 
its eminent dignity. Of course, every proprietor should always be 
guided by reason and be mannerly in his behaviour, and he should 
never allow mere authority to become the rule of life.* Their duties 
are as follows ; 

1. They must continue without fail to bring lands into culti- 
vation, i.e. they must continue the avances foncihes.^ 

2. They must dispose of the wealth which the nation has pro- 
duced in such a way as to further the general interest ; this. is their 
task as the stewards of society.’ 

3. They must aim during their leisure at giving to society all 
those gratuitous services which they can render, and which society 
so sorely needs. 

4. They must bear the whole burden of taxation. 

* Meroier de la Rivijte, Yol. i, p. 242. 

* MaximtH, iv. ’ Pp. 015, 017. 

‘ It is necessary to make a note here of one of the many diffcrenccB between 
Turgot and the PhyBioernts. Turgot seems much less firmly convinced of the 
Bocini utility of landed property and of the legitimacy of the right of property. 
He thinks that its origin is simply due to occupation. This weakens the 
Phyaiocratic case very considerably. "The earth is peopled and cultivation 
extends. The best lands will in time all be oooupied. For the la.st comers 
Ihero will only be the unfertile lands rejected by the first. In the end every 
piece of land will have its owner, and those who possess none will have no other 
resource than to exchange the labour of their arm for the superfluous com of the 
proprietor." (Vol. i, p. 12.) We are here not very far from the Ricardian tlieoiy. 

‘ Baudeau, p. 378. • 

* “A proprietor who keeps up the ai'onces/cmciires without fail is performing 
the noblest service that anyone can perform on this earth.” (Bandc.sn.) 

’ “The rich have the control of the fund from which the workers arc p.aid, 
but they are doing a great injustice if they appropriate it.” (Quesnay, vol. i; 
p. 193.) 

*.B. 
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5. Above all they must protect their tenants, the agriculturists, 
and be ve^ careful not ^ demand more than the net product. 
I he Physiocrats never go the length of advising them to give to their 
tenants a portion of the net product, but they impress upon them the 
importance of giving them the equivalent of their annual expenditure 
and of dealing liberally vith them. It does not seem much, but it 
must have been something in those days. “ I say it boldly .” vrites 
Baudeau, ** cumed be every proprietor , every sovereign and empCTor 
that puts, all the burd giL- Hpon the peasant, and the land , 
gives_all of us our susten ancer Show them that, the 1o t-o£. the 
j TOrthy j^ndi ^dualF who employ their ow n f unds or who depend 
upon those of others is to none ofus a^^ at to of compete indife rehce 
teat ^hoever hurts y degrad es. a tta^rbr~r^s them js_ the cgiell^ ^gh- 
enemy phspejehv.T^d that he wh o ennobles them, „furthers their 
well- bging ., comfo rt. . o^Jeisnre— incraases__their output'or^wHIfE) 
which after all is th e^nfi.snnr^e-nf_ incnmR forgyery class in i 

Such generous words, which were none too common at the time, 
release the Physiocrats from the taunt of showing too great a favour 
to the proprietors. In return for such privileges as they gave them 
they demanded an amoimt of social service'far beyond anj'thing that 
was customary at the time. 


So far we have considered only the Physiocratic theory. But the , 
Physiocratic influence can be much more clearly traced if we turn to i 
applied economics and examine thdr treatment of such questions as | 
the regulation of industry, the fimctions of the State, and the problems ! 
of taxation.* 

^ Pp. 835, 839. And Mefcier de la BiviSre writes in terms, not less severe j j 
“ He is responsible under pain of annihilation for the products of society, and 
no part of the produce which goes to support the cultivator should wittingly 
be employed otherwise.” The history of Ireland is an interesting commentary 
on these words. 

But let us always remember that when the Physiocrats speak of the rights 
of the cultivator they think only of the farmer and mUayer and never of the 
paid agriculturist. They are content to demand merely a decent existence for the j 
latter. Were they put too much at ease they would perhaps leave ofi working. ’ 
Sea Weulersse, vol. ii, p. 729. He seems a little unjust, and quotes some words of 
Quesnay, who protesta agamst the belief that « the poor must he kept poor if they ‘ 
are not to become indolent.” 

• One is perhaps surprised to find that freedom of work — in other words, the 
abolition of corporations — is not included in their list, especially since the credit , ^ 
for the. downfall of those institutions is usually given to the Physiocrats. Their ’ i 
writings contain only very occasional reference to this topic, because industrial | ’ 
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All. exchange, the Physiocrats thought, was unproductive, for 
by definition it implies a transfer of equal values. If each party 
only receives the exact equivalent of what it gives there is no wealth 
produced. It may happen, however, that the parties to the exchange 
ate of unequal strength, and the one may grow rich at the expense 
of the other.^ In giving a bottle of nine in exchange for a loaf of ' 
br^d there is a double displacement of wealth, which evidently 
affords a fuller satisfaction of wants in both cases, but there is no 
wealth created, for the objects so exchanged are of equal value. 
To-day the reasoning would be quite different. The present-day 
economist would argue .as follows : “ If I exchange my wine for 
your bread, that is a proof that my hunger is greater than my 
thirst, but. that you are more thirsty than hungry. Consequently 
the wine has increased in utility in passing from my hands into 
yours, and the bread, likewise, in passing from your hands into 
mine, and this double increase of utility constitutes a real increase 
of wealth.” Such reasoning would have appeared absurd to the 
Physiocrats, who conceived of wealth as something material, and 
they could never have understood how the creation of a purely 
subjective attribute like utility could ever be considered pro- 
ductive. 

We have already had occasion to remark that industry and 
commerce were considered unproductive. This was a most signi- 
ficant fact, so far as commerce was concerned, because all the 
theories that held the field under Mercantilism, notably the doctrine 
that foreign commerce afforded the only possible means of increasing 
a country’s wealth, immediately assumed a dandling importance. 
For the Mercantilists the prototype of the'State was a rich merchant 
of Amsterdam. For the Physiocrats it was John Bull. 

labour is regarded as sterile, and reform toucUing its organisation concerned them 
but little. They did, however, protest against the mlo that confined the right to 
engage in a trade to those who had received an express privilege from the Crown. 
They considered that “ to an honest soul this was the most odious maxim wliich 
the spirit of do mina tion and rapacity ever invented.” (Bandeau, in SpJihnl- 
rides, 1768, vol. iv.) Turgot’s famous Edict of January 1776, abolishing the 
rights of corporations and establishing liberty for all, is, with good reason, attri- 
buted to Physiooratio influence. 

‘ “ Exchange is a contract of equality, equal value being given in exchange 
for equal value. Consequently it is not a means of increasing wealth, for one 
gives as much os the other receives, but it is a means of satisfying wants and of 
varying enjoyment.” (Le Trosne, pp. 903, 904.) But what does this satisfying 
of wants and variation of enjoyment signify if it does not mean increased wealth 7 
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And foreign trade, like domestic, produced .no real wealth : 
the only result was a possible gain, and one man’s gain is another 
; man’s loss. “Every commercial natipn flatters itself upon its 
growing wealth as the outcome of foreign trade. This is a truly 
astonishing phenomenon, for they all believe that they are growing rich 
and gainingfrom one another. It must be admitted that this gain, 
as they call it, is a most remarkable thing, for they all gain and none 
loses. ^ A country must, of course, obtain from forei^crs the 
goods which it cannot itself produce in exchange for those it cannot 
itself consume. Foreign trade is quite indispensable, but Mercier 
de la Rivi^e thinks that it is a necessary evil * (he underlines the 
word). Quesnay contents himself wth referring to it merely as 
8 pis aller.^ Ee thought that the only really useful exchange is one 
in which agricultural products pass directly from producers to con- 
sumers, for without this the products would be useless 'and would 
simply perish in the producer’s hands. But that kind of exchange 
which consists in buying products in order to resell them — trafficking, 
or a commercial transaction, as we call it — is sheer waste, for the 
wealth instead of growing larger becomes less, because a portion of 
it is absorbed by the traffickers themselves.* We meet with the 
same idea in -Carey. Mercier de la. Rivi&re ingeniously compares 
such traders to mirrors, arranged in such a way that they reflect 
a number of things at the same time, all in different positions. 

“ Like mirrors, too, the traders seem to multiply commodities, but 
they only deceive the superficial.’*® 

That may be ; but, admitting a contempt for commerce, what 
conclusions do they draw from it ? Shall they prohibit it, or regulate 
it, or shall they just let it take its own course ? Any one of these 
conclusions would follow from their premises. If commerce be as 
useless as they tried to make out, the first solution would be the 
best. But it was -the .third that they were incimed to adopt, and we 
must see why. 

' Mercier de la Rivitre, p. 545. * P. 6t8. 

* “ The settlement of international indebtedness by payment of money is 
a mere offer of foreign trade, adopted by those nations which are unable 
to give commodities in return for commodities according to custom. And 
foreign trade itself is a mere pis oBcr adopted by those nations whose home 
trade is insufficient to enable them to make the best use of their own prodnctions. 
It is very strange that anyone should have laid snoh stress upon a mere p;s oUtr 
of commerce.” {Qnesnay’s Dialogues, p. 175.) 

* “ After all merchants are only traffickers, and the trafficker is ]'n^ a person 

who employs his ability in appropriating a part of other people’s wealth.” 
(Mercier de la Rivigxe, p, 651.) “Merchants’ gains are not » species of profit. 
(Quesnay, p. I51.J ‘ OrdreNaiurd, p. 538. 
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It seems quite evident that the Physiocrats would have coiidcmncd 
both the Mercantile and the Colbertian systems. Both of these 
aimerl at securing a favourable balance of trade — an aim which 
the Phy.siocrats considered illusory, if not actually immoral. But 
if they thought all trade was useless it is not easy to understand their 
enthusiasm for Free Trade. Those economists who nowadays favour 
Free Trade support it in the belief that it is of immense benefit to 
every country wherein it is practised, and that the more it is 
developed the richer ^viU the exchanging countries become. But 
such was not the Physiocratic doctrine. It is a noteworthy fact that 
they are to be regarded as the founders of Free Trade, not because 
of any desire to favour trade as such, but because their attitude 
towards it was one of disdainful lakscz-faire. Tliey were not, 
perhaps, altogether free from the belief that lamcs^airc would lead 
to the disappearance of commerce altogether. 'Phey were Free 
Traders primarily because they desired the freedom of domestic 
trade, and we must not lose sight of those extraordinary regulations 
which completely fettered its movements at this time.' 

The “ natural order ” also implied that each one would be free to 
buy or sell wherever he chose, within or without the country. I( 
recognised no frontiers,’ for only through “ liberty ” could the 
“good price” be secured» Tire “good price” meant the highc.sl 
price and not the lowest, dearth and not cheapness. " Free 
competition with foreign merchants can alone secure the best 
possible price, and only the highest price will enable us to incrdc-c 
our stock of wealth and to maintain our population by agriculture.” ’ 
This is the language of agriculturists rather than of Free Traders. 

' Enforcing sales in open market ond in limited quantities only, keeping 
com beyond two years, etc. Com was to bo supplied to consumers in the first 
place, then to bakers, and finally to merchonts, etc. 

• " Lot entire freedom of commerce bo inaintnined, for the snrest, the einctcst, 
the most profitable regulator both of homo ond of foreign trade for tbo nation 
as well as for the State is perfect freedom of competition." {Qaesnay's IfaxtTnrr, 
rxv.) " We must toll them that free trade is in accordance with the order and 
with the demands of jnstico, and everything thot conforms to the order 
bears its own reward." (Lo Trosno, p. 580.) 

^ Dialoguet, p. 153. The dearth of plenty, as they parndoiically put it, 
stimulatos production, and Boisguillcbort, in an equal paradox, remarks that 
“Low price gives rise to want." In the Maxim's, p. 98, Quesnny contents 
himself by saying that free trade in corn makes the price more eqnnl. “It is 
clear," ho adds, “ that, leaving aside the question of foreign debt, equal prices 
will increase the revenue yielded by the land, which will again result in extended 
onltivotion, which will provide a guarantee against those dearths that deeiniste 
popnlation.” 

Mcrcicr do la Bivlfcro writes in a similar vein. "A goed constant avemgr 
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It is the natural result of .thinking about agricultural problems, 
and especially about the question of raising com; and since Free 
-Trade at this time gave rise'to no fears on the score of importation, 
free exchange meant free exportation. Oncken points out that the 
commercial rSgime ivhich the Physiocrats advocated ivas identical 
with, that in operation in England about this time, where in case 
of over-abundance exportation was encouraged in-order to keep 
up the price, and in case of dearth importation was permitted in 
order to ensure a steady supply and to prevent the price rising 
too much.^ 

In a word, Free Trade meant for the Physiocrats the total aboli- 
tion of aU those measures which found so much favour with the Mer- 
cantilists, and which aimed at preventing exportation to places out- 
side the countiy and checking the growth of free intercourse within 
it.® Narrow as their conception of Free Trade at first was, it was not 
long in growing out of the straitened circumstances which gave it 
birth, and it developed gradually into the Free Trade doctrine as we 
know it, 'which Walras expressed as follows: “Free competition 
secures for every one the maximum final utility, or, what comes to 
the same thing, gives the maximum satisfaction.” We no longer 
admit that international trade is a mere pis aller. But all the argu- 
ments which have been used in its defence on tte Free Trade side were , 

price ensures abundance, but -sritiout freedom we have neither a good price nor 
plenty.” (P. 670.) 

Turgot' in bis Zaires surleCamTTJerceles Grains develops the argnmcntat great 
length and tries to give a mathematical demonstration of ifr There was no need for 
this. It is a commonplace of jKychology that a steady price of 20 is preferable 
to alternative prices of .35 and 5 francs respectively, although the average in both 
cases is the same. 

‘ It is worth noting -that the nature of. American competition was clearly 
foreseen by Qnesnay — one of the most remarkable instances of scientific prevision 
on record. In Ms article on com in the Erxydojiidit he says that he views 
the fertility of_ the America colonies with apprehension and dreads the growth 
of agriculture in the New World, hut the fear is prorisionally dismissed because 
the corn is inferior in quality to that of France and is damaged in transit. (Sec onr 
remarks concerning the Physiocratic connection with modem Protectionist 
theories.) 

* It must not he forgotten that the Protectionist system aided the develop- 
ment of indosfry and retarded that of agricnlfnre by its policy of enconraging 
the exportation of manufaemred products and its restrictions on the exportation 
of agricnltnral products and raw materials with a view to securing cheap labour 
and a plentiful supply of raw materials for the manufacturing industries. The 
Protectionists were not concerned to prevent the exportation of com. Both 
Colbertism and Slcrcantilism sacrificed the cultivator by preventing the expor- 
tation of com and by allowing of its importation, while doing the exact 
opposite for manufactured products. 
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first formulated by the Physiocrats. We shall refer to a few of 
them. 

The fallacy lurking behind the “ balance of trade ” thegry^:, 
exposed with great neatness by Mercier de la Rivdfcre. will 
drown the clamour of all your blind and stupid policies. Suppose 
that I gave you all the money which circulates among tlie nations 
with whom you trade. Imagine it all in your possession. What 
would you do with it ? ’'"He goes on to show how not a single 
foreign country will any longer be able to buy, and consequently 
all exportation will cease. The result of this excessive dearness 
will be that buying from foreign countries will be resorted to, and 
this will result in the exportation "of metallic currency, which will 
soon readjust matters.* 

The contention that import duties are paid by the foreigner 
is also refuted. Nothing will be sold by the foreigner at a lower 
price than that which other nations would be willing to give him. 
An import duty on such goods will increase the real price, which the 
foreigner will demand, and this import duty will be paid by those 
who buy the goods,* 

There is also a refutation of the policy known as rcciprocily. 
“A nation levies an import duty upon the goods of another nation, 
but it forgets that in trying to injure the selling nation it is really 
checking the possible consumption of its own goods. This indirect 
effect, of course, is inevitable, but can nothing be done to remedy 
this by means of reprisals ? England levies a heavy duty on F rcnch 
wines, thereby reducing its debit account with France very con- 
siderably, but more French wine will not be bought if a tax is also 
placed upon the goods which England exports to France. Do 
you think that the prejudice which England has taken against 
France can be remedied in this way ? ” 

We have multiplied instances, for during the whole of the hundred 
years which have since elapsed has anyone deduced better arguments ? 

These theories immediately received legal sanction in the edicts 
of 1763 and 1766 establishing free trade in com. first within 

* " Upon final analysis do you find tluit you have gained anything by your 
policy of always selling to foreigners without over buying from them 1 Have you 
gained any money by the process I But you cannot retain it. It has paf-rd 
through your hands without being of the least use. The more it incrcMca the 
more does its value diminish, while the value of other things increases propor- 
tionally.” (Mercier do la Riviftre, pp. 6S(M583.) 

’ Turgot, (Em-rex, vol. i, p. 181. “If you succeed in keeping back foreign 
merchants by means of your protective tariffs they will not bring yon tho'e 
goods which yon need, thus causing tb .sc impositions which were designed foi 
otberi! to retaliate upon yonr own head.” (Otiesnay. Dfe/fvn/es.) 
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the comtry and then without, but some very serious restrictioiu 
were still retained. Unfortunately Nature proved very ungrateful to 
her friends. For four or five years she ran riot with a series of bad 
harvests, for which, as we may well’ imagine, the Physiocratic 
and its inspirers were held responsible. Despite the protests of the 
Physiocrats, this liberal act was repealed in 1770. It was re-estab- 
lished by Turgot in 1774', and again repealed by Necker in 1777 — s 
variety of fortune that betokens a fickleness of public opinion. 

This new piece of legislation, and, indeed, the whole Physiocratic 
theory, was subjected to severe criticism by an abbot of the name 
of Galiani. Galiani was a Neapolitan monsignor residing at the 
French court. At the age of twenty-fbur he had written a remarkable 
work in Italian dealing with money, and in 1770, written in splendid 
French, appeared his Dialogues "sur le Commerce des BUs. It was 
an immediate success, and it won the imqualified approval of 
Voltaire, who was possibly attracted more by the style than by the 
profimdity of thought. Galiani was not exactly opposed to laissez- 
faire. “ Liberty,” he wrote, “ stands in no need of defence so long 
as it is at all possible. Whenever we can we ought to be on the side 
of liberty.”^ But he is opposed to general . systems and against 
complete self-surrender into- the hands 'of Nature. “Nature,” 
says he, “ is too vast to be concerned about our petty trifles.” * 
He shares the realistic or historical views of the writers of to-day, 
and thinks that before applying the principles of political economy 
some accoimt should be taken of time, place, and circumstances. 
“ The state of which the Physiocrats speak — what is it ? Where 
is it to be found.” * . , 

Along with Galiani we must mention the great financier Necker, 

0 bulky volume entitled Da Begislaizon d ie Commerce des 
Grains (1775) advocates opportunistic views almost identical in 
character with those, of Galiani, and who, as Minister of. State 
(1776-^81 and 1788-90), put an end to free trade in corn. 

In monetary matters, especially on the question of interest, the 
Phjriocrats were willing to recognize an exception to their principle 
of non-intervention. Mirabeau thought that whenever a real in- 
crease of wealth resulted from the use of capital, as in agriculture, 
the payment of interest was only just. It was simply a sign or 
symbol of the net product. But in trade matters he thought it 

• Dialoj^tej, pp. 254, 274. ' * Tbii., p. 237. 

* Ihid., p. 22. He proposed n highly complicated imposing moderate 

dntiis fa'th upon the importation and exportation of com — & 6 per cent, ad 
i-idorem duty in the one case and a 10 per cent, in the other. 



The Functions of the State 33 

best to limit if not to prohibit it altogether. It often proved verj- 
harmful, and frequently was nothing better than a tax levied by 
order of “ the corrosive landowners.” Quesnay could not justify it 
except in those cases where it yielded a net product, but he was 
content simply to suggest a limitation of it. The Physiocrats are at 
least logical. If capital sunk in industrial and commercial under- 
takings yields no income it is evident that the interest must be taken 
from the borrower’s pocket, and they condemned it just as they 
condemned taxing the industrial and commercial classes. 

Turgot * is the only one of them who frankly justifies taking 
interest. The reason that he gives is not the usual Physiocratic 
argument, but rather that the owner of capital may either invest it 
in the land or undertake some other productive work — capital being 
the indispensable basis of all enterprise* — and that, consequently, the 
capital will never be given to anyone who will offer less than what 
might have been made out of it did the owner himself employ it. 
This argument implies that every undertaking is essentially a pro- 
ductive one, and indeed one of the traits which distinguishes Turgot 
from the other Physiocrats is the fact that he did not think that 
industry and commerce were entirely unproductive. 

II : THE FUNCTIONS OF THE STATE 

Seeing that the Physiocrats believed that human society was pervaded 
by the principle of ” natural order.” which required no adventitious 
aid from any -written law, and since Nature’s voice, without any 
artificial restraint, was sufficient guide for mankind, it might have been 
expected that the trend of Physiocracy would have been toward 
the negation of all legislation, of all authority - in a word, toward the 
subversion of the State. 

It is certain that the Physiocrats -wished to reduce legislative 
activity to a minimum, and they expressed the belief — which has 
often been repeated since by every advocate of laissez-faire — 
that the most useful work any legislative body can do is to abolish 
useless laws.* If any new laws are required they ought simply to be 
copies of the unsvritten laws of Nature. Neither men nor Govern- 

* Turgot -was tho author of a -work on this subject, entitled Mlmoire nir 
Prds d'Argcni (mO). 

• Mflenons sur la Formation des Richutts, §f lir, Ixi, todv. 

■ * “ Remove all usolces, unjust, contradictory, and absurd law-s, and there -m'll 
not bo much legislative machinery left ^tcr that." (Baudeau, p, 817.) "It is 
not a question of procuring immense riches, but simply a question of Icttinp 
people alone, a problem that hardly requires a moment's thought.” So wrote 
Boisguillobert sixty years before. , 
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ments can make laws, for they have not the necessary ability. Erery 
law shoTiId be an expression _ of that Divine wisdom which rules 
the universe. Hence th6 true title of lawgiver, not law-maker.^ 
It is in this connexion that we meet with those anecdotes—^ 
some of more than doubtful authenticity it is true — that have 
gathered round their names. Of these the best known is that which 
tells of Mercier de la Riviere’s visit to St. Petersburg, and his 
laconic reply to Catherine the Great. He had been invited there 
to advise -the Empress about a new constitution for the country. 
After dilating upon the great diflSculties of the imdertaldng and the 
responsibilities it involved, he gave it as his opinion that the best way 
of achieving her object was just to let things take their course. 
Whereupon the Empress promptly wished him good-bye. 

But it would be a great mistake to think of the Physiocrats as 
anarchists. What they wanted to see was the minimum of legislation 
wth a maximum of authority. The two tilings are by no means in- 
compatible. , The liberal policy of limitation and control would have 
found scant favour with them. Their ideal was neither democratic 
self-government, as we have it in the Greek republics, nor a parh'a- 
mentary regime such as we find in England. Both were detested.® 

® Qnesnay, Maximes, voL i, p. 390. Mercier de !a Eivf&^e writes in mnch the 
same style ; • ‘ The positive laws that are already in existence are merely expres- 
sions of such natural rights.” (VbL ii, p. 61.) It sonnds like a preamble to the 
Declaration of the Rights of Man. - 

* “ The Physiocrats had the most absolute contempt for political liberty.” 
(Esmein, ha Science -politique its Physiocrafes, address at the opening session of 
the Congress of I/eamed Societies, Paris, 1906.) 

“The Greek republics never became acquainted with the laws of the order. 
Those restless, usurping, tyrannical tribes never ceased to drench the plains with 
human blood, to cover with ruins and to reduce to waste the most fertile and 
the best situated soil in the then known world.” (Bandeau, p. 800.) 

“ It is evident that a democratic sovereign — ».e. the whole people-r-cannot itself 
exercise its authority, and must be content to name representatives. These 
representatives are merely agents, whoso functions are naturally transitory, and 
such temporary agents cannot alvrays bo in complete harmony with every interest 
within the nation. This is not the kind of administration contemplated by 
the Physiocrats. The sovereignty of the natural order is neither elective 
nor aristocratic. Only in the case of hereditary monarchy can aU interests, 
both personal and individual, present and future, be clearlyllnked with those of 
the nation, by their copartnership in all the net products of the territory sub- 
mitted to their care.” (Dupont, voL i, pp. 359-360.) 

This sounds very much like a eulogy of the House of HohenzoUem, delivered 
by William IL 

Very curious also are Dupont’s criticis'-xiB of the parliamentary rigime. In 
his letter to J. B. Say (p. 414) ho notes “ its tendency to cormption and cank^,” 
which bad not then manifested itself in the United States of America.' These 
letters, though very interesting, hardly belong to a Instoiy of economic doctrines. 
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On the other hand, great respect was shown for the social }iierarchy> 
and they were strong in their condemnation of every doctrine that 
aimed at attacking either the throne or the nobility, \Vlial they 
desired was to have sovereign authority in the guise of a hereditary 
monarchy. In short, what tliey really wanted — and they were not 
frightened by the name — was despotism.^ 

“ The sovereign .authority shpuld be one, and supreme above 
all individual or private enterprise. The object of sovereignty 
is to secure obedience, to defend every just right, on the one 
hand, and to secure personal security on the other. A govern- 
ment that is based upon the idea of a balance of power is use- 
less.”* 

This should help us to realise the distance separating the Physio- 
crats from the Montesquieuian idea of the distribution of the sovereign 
authority, and from the other idea of local or regional control. 
There is no mention of representation ns a corollaiy of taxation. 
This form of guarantee, which marks the beginnings of parliamentary 
government, could have no real significance for the Physiocrats. 
Taxation was just a right inherent in the conception of proprietary 
sovereignty, a territorial revenue, which was in no way dependent 
upon the people’s will. 

It seems strange that such .should be the opinion of a future 
President of the Constituent Assembly. How can wc explain this 
apparent contradiction and such love of dc.spotism among the 
apostles of laissez-faire 1 

Despotism, in the eyes of the Physiocrats, had a peculiar signi- 
ficance of its own. It was the work of freedom, not of bondage. It 
did not signify the rule of the benevolent despot, prepared to make 
men happy, even against their own will. It was just the sovereignly 
of the “ natural order ” ’ — nothing more. Every rea.sonablc person 

* “ It IB only when the people are ingenuous that wo find nsv! despots, 
because then the Bovereign can do whatever he wills,” (Dupont, p. 364.) 

* Quc-snay, Maximu, i. Tfao Physiocrats were in favour of a national 
assembly, but would givo it no IcgiElative power. It wa.s to bo ju.Et a council of 
State concerned chiefly with public works and with the apportionment of the 
burden of taxation. SeoM.Esmcin’smftnotrcon the proposed National A'.-,^rrib!y 
of tbo PhysiooratB [Complei-ren'itis T Acadf:m{c dts Sciences Moredts ti Poi if ique > 
1904). 

* " The personal despotism will only be the legal despotirm of an obvious 
and essential order. In legal despotism the obvion.=nc£s of a law dcmErid* 
obedience before the monarch enjoins it. Euclid is a veritable despot, and the 
geometrical truths that bo enunciates are really despotic law.'^. The kg.i! and 
personal despotism of the legislator are one and the same. Together they are 
irresiEliblo.” , (Mercier do la Rivi6ro, pp. 460-471.) Tliis despotism is really not 
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felt himself bound to obey it, and realised that only through such 
obedience could the truth be possibly known. 

It is quite.- different from the despotism of the ancient maxim, 
Sicui 'princi'pi placuit legis hahei vigarem?- They would never have 
subscribed to the doctrine that the king’s word is law, but they 
were equally energetic in rejecting the claim of the popular will.* 
They are as . far from modem democracy as they $re from monarchical 
absolutism. 

This despotism was incarnate in the person of the sovereign or 
king. But he is simply an organ for the transmission of those 
higher laws which are given to him. They would compare him 
with the leader of an orchestra, his sceptre being the baton that keeps 
time. The conductor’s despotism is greater than the Tsar’s, for 
every musician has to obey the movement of the hand, and that 
immediately. But this is not tyrannj’^, and whoever strikes a false 
note in a spirit of revenge is not simply a revolter, but also an 
idiot. 

Sovereignty appealed to the Physiocrats in the guise of heredi- 
tary monarchy, because of its associations with property under the 
feudal rtgime, and since hereditary rights were connected with landed 
property so must royalty be. The sovereign who best represents 
the Physiocratic ideal is perhaps the Emperor of China.® As the 
Son of Heaven he represents the “ natural order,’’ which is also the 
“ divine order.” As an agricultural monarch he solemnly puts his 
hand to the plough once a year. His people really govern them- 
selves ; that is, he rules them according to custom and the practice 
of sacred rites.* 

tmlike that of Comte, who remarks that there is no question of liberty of con- 
science in geometry. 

* “ On the contrary,” says Quesnay in a letter to Mirabean, " this despotism 
is a sufficient guarantee against the abuse of power.” 

* “That is an abominable absurdity,” says Bandeau, ‘for on this reckoning a 
mere majority vote would be sufficient to justify pamcide.” 

Is it necessary to point out that this is exactly the reverse of the view held 
by interventionists and socialists of these later times, who think that the mission 
of the State is to redress the grievances caused by natural laws ? 

* “This single supreme will which exercises supreme power is not, strictly 
speaking, a human will at all. It is just the voice of nstnre— the will of God. 
The Chinese are the only people whose philosophy seems to have got hold of this 
Bupremetmth, and they regard their emperor as the eldest son of God.” (Bandean, 
p. 708.)- 

‘ Some writers— -for example, Pantaleoni in his introdnotion to Arthur 
Labriola’s book,i« Botlrine. eamomiche di Quesmt/seem to think that the Physio- 
oratic criticism proved fatal to feudal society, just as the socialistic criticism of 
the present time is nndenmning the bourgeois society. Politically this is true 
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In practice there ■m'll be nothing of great importance for tiie 
despot to do. ‘‘ As kings and governors you will find how easy it is 
to exercise your sacred functions, which simply consist in not 
interfering with the good that is already being done,' and in punish- 
ing those few persons who occasionally attack private property.” ^ 
In .short, the preservation of the “natural order ” and the defending 
of its basis — private property — against the attacks of the ignorant 
and the sacrilegious is the first and most important duty of the 
sovereign. “No order of any kind is possible in society unless the 
right of possession is guaranteed to the members of that society 
by the force of a sovereign authority.” * 

Instruction is the second duty upon which the Physiocrats lay 
special stress. “ Universal education,” says Baudeau, “ is the first 
and only social tie.” Quesnay is specially anxious for instruction on 
the “natural order,” and the means of becoming acquainted with it. 
Further, the only guarantee against personal despotism lies in well- 
diffused instruction and an educated public opinion. If public 
opinion, as Quesnay said, is to lead, it should be enlightened. 

• Public works are also mentioned. A wise landlord has good 
roads on his property, for good roads and canals improve it. These 
represent a species of avances fonciires, similar to those undertaken 
by proprietors. 

This is by no means all.* There are a number of duties recognised 
as belonging to the State, of v'hich every economist of the Liberal 
school up to Bastiat and M. de Molinari approves. 

We will add one other trait. Like the Liberal school, the Physio- 
crats were whole-hearted ” internationalists.” In this respect they 
differ from their prototypes, the Chinese. They believed that all 
class distinctions and all international barriers ought to be removed 
in the interest of political development, as well ns in that of scientific 
study.* The peace advocates of to-day would do well to make the 
acquaintance of their illustrious predecessors. 

enough, for the PhyBiooratfl advocated the cstabliphnicnt of a ringlo fupreme 
monarch with imdivided outhority. Economically it is incorrect, for their 
conception even of Bovercignty ond taxation is impregnated witli feudal idea*. 

* Dupont, Diecoura en tUt dea (Euvrea dc Quearuiy, vol, i, p. 35. 

» Ibid. p. 22. • ' 

’ Turgot, who is less inclined to favour agriculture, thinks that certain royal 
privileges must bo granted before mamifocturcm can compete with agriccltun* 
((Euvrea, vol. i, p. 3G0). 

* “ One has come to regard the various nation? tv? drawn up against one 
another in o perpetual state of war. This unfortunate prejudice is almost sacred, 
and is regarded as a patriotic virtue." (Baudeau, p. 808.) 

The tlmee errors usually committed by States, and the three that led to the 
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ni; TAXATION 

bulk of the Physioeratic system is taken up -Kith the exposition 
« a theory of taxation, which really forms one of the most charac- 
teristic portions of their worl^^ Though inextricably bound up rrith 
the theory of the net produtt and with the conception of landed 
proprietorship, curiously enough, it has survived the rest of their 
doctrine, and quite recently has been ^ven a hew lease of lif^ 

In the table showing the distribution of the national incomCthree 
participators only are mentioned — the landed proprietor, the farmer, 
and the artisan. But there is also a fourth — ^the Physioeratic 
sovereign, who is none other than the State itself and who thoroughly 
deserves a share. This benevolent despot, whose duties we have 
just mentioned, cannot be very exacting, for, having^little to do, his 
demands must be moderate. addition to h^^dbubie^ mission of 
maintaining security and giving instruction, he must also contribute 
towards increasing the productivity of the land by establishing public , 
works, making roads, etc.^ Money is required for all this, and the 
Physiocrats argued that taxes ought to be paid liberally,* and not 
grudgingly, as is too often the case under a parliamentary regime. 
Where is this money to come from ^ 

The reply is obvious if we have grasped their system, (^e only 
available fimd is the net product, which is the only new wealth 
that is really dispensable — the rest is necessarily absorbed in the 
repayment of the advances, made for the upkeep of the agricultural 
and industrial classes.^! Were taxation to absorb a projiortion of the 
revenues that are devoted to production it would gradually drain 


away the source of aU wealth. So long as it only takes the surplus — 
the fxue net product, which is a mere tributary of the main stream 
— ^no harm whl be done to future production. 

ATI this is quite clear, (^ut if taxation is to absorb the net 

downfall of Greece, Baudeau thought, were arbitrary use of legislative authority, 
"oppressive taxation, and aggressive patriotism (p. 801). 

> “ Before a harvest can be reaped not only must the cultivators incur the 
usual outlay upon stock, etc., and the proprietors upon clearing the land, but the 
public authority must also incur some expense, which might be designated avaneex 
tWKeraintx.’' (Bandeau, p. 75S.) 

* “The Government ought to be less concerned with tbe task of saving than 
with tbe duty of spending upon those operations that are necessary for tbe 
prosperity of the realm. This heavy expenditure will cease when the country 
has become wealthy.” (Quesnay, iforimes, xxvi.) - 

" It is a narrow and churlish English idea which decrees that an annual sum 
should be annually voted to the Government, and that Parliament should reserve 
to itself the right of refusing this tax. Such a procedure is a travKty of demo- 
cracy.’' (Dupont, in a letter to J. B. Say.) 
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product the question arises as to who is to pay it. It is equally 
evident that it can only he taken from those who already possess it, 
namely, from the landed proprietors, who must bear the whoK 
burden of taxation^ Just now we were amazed at the privileges whiel. 
the Physiocrats so light-heartedly granted them : this is the ransom, 
and it is no light one, , The next problem is how to assess this tax. 

The Physiocrats were extremely loth to rob the gentry of their 
incomes, and -a number of pages in their w'ritings are devoted to a 
justification of their claims upon them. Not only were they willing to 
leave them everything that was necessary to compensate them for the 
outlay of capital and labour, but also all that might be required to 
make the property thoroughly valuable and the position of the land- 
owner a most enviable one.* The preference showm for the landowner 
is just the result of the social importance attributed to him by the 
Physiocrats. “ If some other class were preferable.” says Dupont do 
Nemours, “ people would turn their attention to that.” They 
would no longer spend their capital in clearing or improving the 
land. But if the possession of land be so desirable, is there not some 
danger lest everybody should become a landlord and neglect the 
other walks of life ? The Physiocrats thought not, for, since Nature 
has set a limit to the amount of land in existence, there must also 
be a limit to the number of landowners. 

(K third of the net product, }or, if we accept Baudeau's figures, 
six-twenticths,(?.e. 30 per cent., was to be paid in taxes,^' Taking the 
net product at 2 milliard francs, which is the figure given in the 
Explicaiion du TabUau iconomique, this gives us exactly 600 million 


francs as the amount of the tax.* 


^^ile proprietors, who were then for the most part free from 
taxation, felt that this was a very considerable contribution, and that 


the Physiocrats demanded a heavy' price for the high honour which 


* “ The amount of the tax as compared with tho amount of the net product 
should bo such that the position of tho landed proprietor shall be tho best 
possible and tho state of being a landowner preferable to any other state in 
society.” (Dupont, p. 350.) 

* K wo compare this figure with the total gross rcven\ie of France, valued then at 
6 milliard francs, it would represent a tax of 12 per cent., which is rather heavy 
for a State that was supposed to ho governed bytho laws of tho “natural order.” 
Tho proportion which tho present French Budget bears to the total revenue cf 
the country is 10 per cent. 

Tho French Budget of 1781, introduced by Keeker, corre-sponded almost 
exactly with tho figure given by the rhy-riocrats, namely. 610 millions. Of 
course, wo ought to add to this tho ccclcsiaalical dues, the fcignioria! right*, and 
tho compulsory labour of every kind, which were to disappear under the Phrsio- 
eratic rtgime- 
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they had conferred upon themA Even to-day a tax of 80 per cent 
on the gross revenue of landlords would cause some consternation. 
The Physiocrats anticipated this objection, and in reply brought 
forward an argument which shows that they possessed exceptional! v 
keen economic insight. They argued that none would feel the 
burden, seeing that no one was really paying it. Land would now be 
bought at TO per cent, of its former valu^ so that the 30 per cent, 
nominally paid by the proprietor was in reality not. paid by him 
at all.^ Land let at £10,000 would be valued at £200,000. But 
with a tax of £3000 it is really only yielding £7000, and its value will 
be £140,000. The buyer who pays this price, despite the fact that 
'he has paid a tax of £3000, will enjoy all the revenue to which he has 
any claun, for he can only lay claim to what he has paid for, and he 
did not pay for that portion of the revenue which is affected by the 
tax. It is exactly as if he had only bought' seven-tenths of the 
land, the remaining three-tenths being the State’s. And if at some 
later time this tax -should be abolished, it would merely mean 
making him a present of £3000 a year — ^the equivalent of a lump ’ 
sum of £60,000.* 

The reasoning was excellent for those buying land after the tax 
had been levied. It had, however, a much wider import than the 
Phj'siocrats thought, for it might be apph'ed not merely to ta.xes 
on land, but also to taxes on capital. But this gave little consolation 
to those who were to have the honour of inaugurating the new 
r6gime, and the first task' evidently was to convert them.* 

* "The tax is s kind of inalienable common property. \^Tien proprietors 
bay or sell land they do not buy and sell tbs tax They can only dispose of 
that portion of the land which really belongs to them, after deducting the amount 
of the tax. This tax is no more a charge upon, property than is the right of 
fellow proprietors a burden upon one’s property. And so the public revenue 
is not burdensome to anyone, costs nothing, and is paid by no one. Hence, it 
in no way curtails the amount of property which a person has.” (Dupont, 
Tol. i, pp. 357, 358.) 

* In order to give every securi^ to proprietors the Physiocrats were anxious 

that the value of the property, when once it was fixed, should vary as little as 
possible. Bandeau, however, recognised the advisability of periodical revalua- 
tions " in order that the sovereign power should always share in both the profits 
and the losses of the producer.” And he addresses this important caution to 
the proprietors : " Take no credit to yourselves for the increase in the revenne 
of land. The thanks’ are really due to the growing efficiency of the sovereign 
anthority.”' (P. 70S.) _ ^ ^ " 

* “ I.et us observe, in passing, that the terms ' taxation and public revenne 
have unfortunately become synonymous in the public mind. ' The terra • taxation ’ is 
always unpopular. It implies a charge that is hard to bear, and which everybody 
is snsious to shirk. The public revenue is the product of the sovereign’s landed 
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The Bovereign’s position in the main is like that of the landed 
proprietors, which is in agreement \rith the J’hysiocratic conception 
of sovereignty. The landed proprietors and the king in reality 
form one class of fellow landowners, with the same ■ rights, the same 
duties, and the same revenues. Hence the sovereign’s interests 
are completely bound up with those of his country.^ 

The Physiocrats attached the greatest practical importance to 
their fiscal system, and were thoroughly convinced that the raiser}' of 
the people was due to the unequal distribution of the burden of taxa- 
tion. They thought that this was the true source of injustice — in 
short, that this was the social problem. To-day we ascribe misery to 
unequal distribution of wealth rather than to any particular fiscal 
system, and consequently the Physiocrutic view seems to us somewhat 
extreme. Still, it was perhaps not so difficult to justify, in view of 
the frightful conditions of fiscal organisation under the old rlgime. 

(^hc objections which a single tax, levied only on the landed 
interest, was bound to provoke were not unforeseen by the Physiocrats, 
nor did they neglect to answer them. 

To the objection that it was unjust to place the burden of taxation 
upon the shoulders of a single class of the nation,* instead of dis- 
tributing it equally among all classes, the Physiocrats replied that 
the statesman’s ideal was not equal taxation, but the complete 
abolition of all taxation. This could only be achieved by taxing 
the “ net product.’^ 

Suppose that we agree that the taxes should be paid by some 
other class. The question then is to determine what class of the 
community should be chosen. 

Shall we say that the farmer must pay them 7 But after deduct- 
ing the “ net product ” what remains for the farmer is just the bare 
equivalent of his original outlay. Consequently, if we take COO 
millions from the farmers by way of taxation there will be so much 
less capital for the land, resulting in a smaller gross product the 
followng year.* unless they agitate for a reduction of COO millions in 
property, which is distinct from his sabjccta’ property.” (Slcrcicr de la Riri^.-e, 
p. 451.) 

‘ “ The sovereign takes o fixed amount of the net product for his annual income. 
This amount of necessity grows with ovory increase of the net product and 
diminishes with every shrinking of the product. The people’s ir.terc.»ts and its 
sovereign’s are, consequently, neoossorily one.” (Baudeau, p. 769.) 

* This was the basis of Voltaire's lively satire, L'liomrr.t avtc. QvnrarJ' f r!:». 
It treats of a wealthy financier who escapes taxation, ond who makw epart of 
the poor agriculturist who pays taxes for both, although his income is only 
forty fetu. 

* “Such a reduction of the neceesary expenditure must result in diminisfi-vj 
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their rents. If they succeed this toJ] leave the-propnetore in the 
position of having paid over the 600 milhons to the State. But 
Tve must also reckon the losses and friction incurred in every devia- 
tion from the “ natural order.” Suppose we decide that the sterile 
classes should pay the taxes. This class is ex hypothesi sterile — that 
is, it produces the - exact equivalent of what it consumes. To 
take 600 millions from this class is tantamount to a reduction of 
. its consumption by 600 m illi ons, or an equivalent limitation of its 
purchases of raw -material. The result would be a diminished 
product in the future, unless the industrial classes succeeded in 
increasing prices by an equivalent amount. Even in that case the 
landed proprietors, will have to bear the brunt of it : firstly, they 
iviU have to reduce their own consumption, and secondly, their, 
tenants’^ whose efficiency wiU thereby be impaired.^ 

This process of reasoning seems- to imply that the revenues of 
the agricultural and industrial classes are not squeezable because 
they represent the indispensable Tninim iiTn necessary for the 
- expenses of production. This seems to be an anticipation of the , 
notorious “ iron law.” Turgot’s formula incisively stating this law, 
but containing no attempt at a justification, is known to most people.® 
Long before his day, however, it had been stated by Quesnay in 
terms no less pronoimced, though perhaps not so well known. “ It - 
is useless to urge that wage-earners can pay the tax so levied upon 
them, by restricting consumption and depriving themselves of 
luxuries without thereby causing the burden to fall upon the classes 
who pay the wages.- The rate of wages, and consequently the 

prodaction, because there can be no harvest without Eome amount of preliminary 
■ expense. You may check your expenditure, but it will mean diminishing your 
harvest — a decrease in the" one means an equal decrease of the other. Such a 
fatal blow to the growth of population would, in the long run, injure the 
landed proprietor and the Eovereign.” (Dupont de Nemours, p. 353.) 

“A fall in the expenditure means a smaller harvest, which means that less 
will be expended upon mahing preparation for the next harvest. This cyclical 
movement seems a .terrible thing to those who have given it some thought.” 
(Mercier do la Rivifere, p. 499.) 

» “ There would be something to say for this if the rich repaid them by 
increased wages or additional almsgiving. But the poor give to the rich, and so 
add to their misery, aineadysuEBciently great. The State demands from those 
who have nothing to giv^ and directs all its penalties and exercises all its severity 
. upon the poor.”, (Turgot, (Euvres, vol .i p. 413). 

“It would be better for the landed proprietors to pay it direct to the Trea- 
anrr, and thus save the cost of collection.” (Dupont de Nemonis, p. 352.) 

* “ It might happen — and, indeed, -it often does happen — that the worher’f 
»-Bge is only equal to what is necessary for his subsistence.'’ {EiJUnons, vi.) 

It ii also possible that Jesni was not formulating a general law when He said 
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amount of comfort and luxury which wages can purchase, are fixed 
at the irreducible minimum by the action of the competition which 
prevails among them.” This is quite a characteristic trait.’ The 
author of the “ natural order,” without any hesitation, admits that 
the direct outcome of the establishment of that order would be to 
reduce the life of the wage-earners to a level of bare subsistence. 

It is also remarkable that in their study of the industrial classes 
wages should have claimed the cxclusiv'e attention of the Physiocrats. 
Profits even then were by no means unsqueezable, but curiously 
enough they failed .to realise this. Voltaire’s rich banker would 
have proved embarrassing here. They would have had some 
difficulty in showing how a reduction of his extravagance could 
possibly have endangered production. But they might have replied 
that since he had so little difficulty in squeezing the 400,000 livres 
out of his fellow-citizens he would not experience much more trouble 
in getting another 400,000 out of them and paying them over to the 
State. 

Another objection consists in the insufficiency of a single tax 
to meet all the needs of the State. “ In some States it is said that a 
third, a half, or even three-fourths of the clear net revenue from 
all sources of production is insufficient to meet the demands of the 
Treasury, and consequently other forms of taxation arc neces- 
sary.” * 

In reply to this the Physiocrats would point out that the mere 
application of their fiscal system would result in such an increase 
in the net product that the yield from the tax would progressively 
grow. We must also take account of the economies resulting from 
the simplicity of the tax, and the almost complete absence of 
expenses of collection. But the most interesting point of all is that 
they thought the State should adapt its needs to meet its revenue, 
and not vice versa. The great advantage of the PJiysiocratic ivipot, 
however, was that it w’as regulated by a natural norm, wliich gave 
the amount of the net product. Without tlus, taxation becomes 
that wo have tho poor always with as. Turgot likcwiso wi.shcd to Btato tht 
Bimplo fact, and not to draw a general conclurion. 

’ Qaesnay, Second ProhUrneico7iomu{u.e,p. 134. Tho argument which follow.? 
is rather ouriotw. Ho does not seem to think that a fall in wagas even below the 
TOinimum would result in tho death of many people, but simply that it would 
result in emigration to other countries, and tluxt as a ooiirequencc of Fuch emigra- 
tion tho diminished supply at homo would toon lead to higher w.agcs Ixing 
paid — a fairly optimistic conclusion for the period. 

* Bandean (p. 770) points out the error of confusing the gross revenue 
with tho not revenue. Allowance should bo made for the cost of collecting 
the revenue, oto. 
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arbitrary.^ At bottom the system affords a barrier against the 
autocracy of the sovereign— a barrier -that is much more effective 
than a parliamentary vote. 

One of the disciples of Quesnay put the theor3>- to the test of 
practice. The Margrave of Baden had the advantage of being 
a princ^ and he proceeded to experiment on his omi subjects. The 
system vras tried in three communes of his principality, but, bVp most 
social experiments, failed. In two of the communes it was abandoned 
at the end of four years. In a third, despite its evil effects, it was 
prolonged until 1802. . The increase in the land tax caused a veritable 
slump in the value of property just when the remission of taxes upon 
consumption was resulting in the rapid multiplication of wineshops 
and beerhouses.* It is unnecessary to add that the failure of the 
experiment did nothing to weaken the faith of the Margrave or his 
fellow Physiocrats. An experiment on so small a scale could not 
possibly be accepted as decisive. This is the usual retort of inno- 
vators when social experiments prove failures, but we must recognise 
the element of truth contained in their reply. 

But if we wish to see the real results of the Physiocratic system 
we m\ist look beyond the private experiments of a prince. Elsewhere 
the effects were much more far-reaching. 

The fiscal aspect of the French Bevolution owed its guiding 
inspiration to their ideas. Out of a budget of 500 mi l lion francs the 
Constituent Assembly decreed that about half of it — ^that is, 240 
millions — should be got out of a tax levied upon land, equal to a tax 
of 2400 million francs nowadays ; and the greatest part of it was 
to be raised by direct taxation. 

Distrust of indirect taxation, and of all taxes on commodities, 
is also a consequence of the Physiocratic system — a distrust that is 
bound to grow as society becomes more democratic. Most of the 
arguments in favour of direct taxation are to be fotmd in the Phy^sio- 
cratic writings. But the chief one employed nowadays — ^namely, 
that indirect taxes often bear no proportion to the amount of the 

>■ “ If nnfortunately it be true that three-tenths of the annnal product is not- 
suffioient to cover the ordinary expenditure, there is only one natural and reason- 
able conclusion to be drawn from this,,namely, curtail the expenditure.” (Dupont 
de Nemours, p. 775.) 

“ The tax must never be assessed in accordance with individual caprice. The 
amount is determined by the natural order.” (Dupont, Sur F Origin tT un Science 
now'elh.) Neither should the State, in their opinion, exceed the limit, because 
it would mean having recourse to borrowing, which would simply mean increased 
deferred taxation. 

* See M. Garfon’s instructive brochure, Un Prince aUemand ^j/eiocraU, for • 
rleumi of the Margrave’s oorr^pondence. 
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revenue, but weigh heaviest upon those who have least, is not among 
them. This concern about proportionality, which is merely another 
word for justice, was quite foreign to their thoughts.^ 

At a later stage of this work it will be our duty to call attention 
to the enthusiasm aroused by this old theory of an imp6l unique as 
advocated in the works of an eminent American economist,* who 
renders homage to the Physiocrats for inspiring him with ideals 
-altogether opposed to those of the landed proprietors. And a similar 
movement under the very same name — the single-tax system — is 
still vigorous in the United States. 


IV BJSSUMlS OF THE PHYSIOCRATIC DOCTRINE. 
CRITICS AND DISSENTERS 

A BRIEF rSsumi of the contributions made to economic science by 
the Physiocrats will help us to realise their great importance. 

From the theoretical point of view we have : 

1. The idea that every social phenomenon is subject to law, 
and that the object of scientific study is to discover such laws. 

2, The idea that personal interest if left to itself will discover 
what is most advantageous for it, and that what is best for the 
individual is also best for everybody. But this liberal doctrine 
had many advocates before the Physiocrats. 

8. The conception of free competition, resulting in the establish- 
ment of the bon prix, wliich is the most advantageous price for 
both parties, and implies the extinction of all usurious profit. 

4. An imperfect but yet searching analysis of production, and 
of the various divisions of capital. An excellent classification of 
incomes and of the laws of their distribution. 

6. A collection of arguments which have long since become 
classic in favour of landed property. 

From a practical point of view wc have ; 

1. The freedom of labour. 

2. Free trade within a country, and an impassionate appeal for 
the freedom of foreign trade. 

8. Limitation of the functions of the State. 

4. A first-class demonstration of the superiority of direct taxation 
over indirect. 

* Wo find the word in ono of Dupont’s letters to Say, but that is much later. 

* Henry Georgo dedicated his Tolomo entitled ProStclion or Fret Trait to 
them bcoanso ho con-sidored that they were his masterB. But hit tribute lores it' 
point somewhat when we romombor that he admits that he had never read them. 
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^ It is unjust to reproacii the Physiocrats, as is sometimes done, 
with ^ving us nothing but social metaphysics. A little orer- 
- systemisation may prove useful in the early stages of a science. Its 
very faults have some usefulness. We must admit, however, that 
although their conception of the “natural order” supplied the 
foundation, or at le^ the scaffolding, for political economy, it be- 
came so intertwined with a kind of optimism that it nuUiRed the 
work of the liberal school, especially in France.^ 

But the greatest gap in the- Physiocratic doctrine is the total 
absence of any reference to value, and their grossly material, almost 
terrestri^ conception of production. They seldom mention value, 
and what little they do say is often confused and commonplace. 
Herein lies the source of their mistake s concerning the xmproductive 
character of exchange and industry , which are all the more remark- 
able in view of the able discussions of this very question by a number 
1 of their contemporaries. Among these may be mentioned Cantillon,* 
who resembles them in some respects and whose essay on commerce 
was published in 1755 ; the Abbe Galiani, who dealt with the 
question in his Della Monela {1750); and the Abbe Morellet, who dis- 
cussed the same topic in his Prospectus (Pun Nouveau Diclionnaire du 
Commerce (1769). More important than any of them, perhaps, is 
Condillac, whose work Du Commerce el du Gouvemanent was unfor- 
tunately not published until 1776 ; but by that time the Physiocratic 
system had been completed, and their pre-eminence well established. 

^ Listen to Mercier de la IliTifere ; “ We must admire the way in which one 
man becomes an instrument for the happiness of others, and the manner in which 
this happiness seems to cornmTinicato itself to the whole. Speaking literally, 
of course I do not know whether there will not be a few unhappy people even in 
this State, but their numbers will be so few and the happy ones will be so numerous 
that we need not be much concerned about helping them. All our interests 
and wills will be linked to the interest and wiU of the sovereign, forming for our 
common good a harmony wluch can only be regarded as the work of a kind 
Providence that wills that the land shall be full of happy men." This enchanting 
picture only applies to future society, when the “ natural order ” will be estab- 
lished. The optimism of the Physiocrats is very much like the anarchists’. 

* Very little seems to have been known about Cantillon for more t ban a century 
after his death! But, like all the rediscovered founders of the science, he has 
received considerable attention for some years past. His influence upon the 
Physiocrats has perhaps been exaggerated. JCrabean’s earliest book, L’Ami dts 
Sommes, which appeared just twelve months after Cantillon’s work, is rm- 
doubtc-dly inspired by Cantillon- Is o disctission of bis work is included in the text 
because it was felt that it might interfere with the plan of the work as already 
mapi>ed out. There are several articles in ;rarions reviews which deal with 
Cantillon’s work, the earliest being that contributed by Stanley Jevons to the 
Cmiemporary Ren’cir in 1881. 
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Turgot, though one of their number, is an exception. lie ivas 
never a thoroughgoing Physiocrat, and his ideas concerning value 
are much more scientific.^ He defines it as “ an expression of the 
varying esteem which man attaches to the different objects of his 
desire.” TWs definition gives prominence to the subjective character 
of value, and the phrases “ varying esteem ” and “ desire ” give it 
greater precision.® It is true that he also added that besides this 
relative attribute value always implied “ some real intrinsic quality 
of the object.” He has frequentlj' been reproached for this, but all 
that he meant to say was that our desire always implies a certain cor- 
rectness of judgment, which is indisputable unless every’ judgment 
is entirely illusory. But Turgot would never have admitted tliat. 

It is possible that Turgot inspired Condillac, and that he himself 
owed his inspiration to Galiani, whose book, which appeared twenty 
years earlier, he frequently quotes. This work contains a very 
acute psychological analysis of value, showing how it depends upon 
scarcity on the one hand and utility on the other. 

Besides a difference in his general standpoint, there arc other 
considerations which distinguish Turgot f rom the members of the 
Physiocratic school, and it would have been justcr to him as well as 
more correct to have devoted a whole chapter to him.* Generally 
speaking, his view’s are much more modem and more closely akin to 
Smith’s. In view of the exigencies of space we must be content to 
draw attention to the principal doctrines upon which he differs from 
the Physiocrats. 

1. The fundamental opposition' between the productivity of 
agriculture and the sterility of industry, if not altogether abandoned, 
is at least reduced in iihportancc. 

2, Landed property is no longer an institution of divine origin. 
Even the appeal to the ‘‘ ground expenses ” is dropped. As an institu- 
tion it rests merely upon the fact of occupation and public utility. 

8. Movable property, on the other hand, holds a prominent 

* Valeurs el Monnaies, which dates from 17C9, and again in tiis IVf.erior.e. 
Quesnay’s conception of value may bo glc.aned from his article entitled fTcmri'f, 
which remained unpublished for a tong time, end has only recently appeared 
in the Jletve d'lJisUnrt lies Doelrince feonomijure et toeirdef, vol. i, Ko. 1. 

* He dilates at considerable length on the distinction between Miimatire 
value (what would now be called eubjcctivc value) and appreciative (or social ) 
value. The first depends npon the amount of time and trouble we are willir.n 
to Baorifico in order to acquire it. In this connection the notion of labotir-rr.lce 
appears. As to appreciative value, it differa from the preoc'ding only in I>c:rr 
an “ avomgo estimative value.” 

* Turgot, though a disciple of Qoe.sn.ay, remained outride the J'iiycformtif 
Ksnool. Ho always referred to them contemptuoudy as “the tects” 
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plac& The fonction of capital is more carefully analysed and the 
legitimacy of interest definitely proved. • 

But we must turn to Condillac’s l>ook. if we want to see how the 
■ -Piiysiocratic doctrine should be completed .and expurgated of its 
^ors. CkDndtllac was already wefl known as a philosopher when, 
in his sixtieth year, he published this new work in 1776 . This 
admirable j 30 ok, entitled Tit Coyrnnerce tt Is GouverntTnsnt coTisidiris 
Tclaiivemeni Vund Vautre, contams an outline of most modem problems. 
The title gives no adequate indication of the character of the work, 
and possibly accounts for the oblivion into which the book has fallen. 

It is a genuine economic treatise, and not a medley of economic 
and political suggestions concerning social science, with an admixture 
of ethics and jurisprudence. Value is regarded as the foundation 
of the science, and the Physiocrats are thus out-classed from the 
very first.^ Value itself is considered to he based upon utility, which 
is stripped of its popular meaning, and given a scientific connotation 
which it- has never lost. It ho longer implies an intrinsic, physical 
property of matter, but cormotes a degree of correspondence between 
a commodity and a given human want. “ Value is not an attribute 
of matter, but represents our sense of its usefulness, and this utihiy 
is relative to our need. It grows or diminishes according as our 
need expands or contracts.” This is the foundation of the psycho- 
logical theory of value.® 

But this is not all — though a great deal. He clearly realises that 
utility is not the only determinant of value ; that quantity, i.e. scarcity 
or abundance, also exercises an unportant influence. With admirable 
judgment he seizes upon the connection between them, and shows 
how the two statements are united in one, for 'quantity only influences 
value according as its action upon utility intensifies or weakens de- 
mand. “ But since the value of things is based upon need it is natural 
that a more keenly felt need should endow things with greater value, 
while a less mrgent need endows them vrith less. ' Value increases 
with scarcity and diminishes with plenty. In case of plenty it may 
even disappear; a superabimdant good will be valueless if one 
has no \ise for it.” * . This could not be put more clearly to-day. 
Here we have the germ of the theories of Jevons and the Austrian 
school, though it took a long time to develop. 

We might naturally expect a superior treatment of exchange 
following upon this new theory of value. If value is simply the 

» “ I am 80 Btraok with this notion that I think it must eerm as the basis of 
this whole treatise.” (Chap. 1.) 

* Lt Commere* et le Gottvemantni, p. 16. , * Ibid., Part I, chap. 1. 
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satisfaction of vmnt, exchange creates two values when it satisfies 
two needs at the same time. The characteristic of exchange is that 
each of the two parties yields what it has in superabundance in return 
for what it needs. But what is given up is superabundant, is useless, 
and consequently valueless ; what is demanded has greater utility, 
and consequently greater value. Two men come to market each 
with a useless thing, and each returns ndth a useful one.’ Conse- 
quently the Physiocratic saying that exchange means no gain to 
anyone, or ht least that the gain of one only compensates for the 
loss of the others, is seen to be radically false. The Physiocrats — 
notably Trosne — ^attempted a reply, but, for reasons already given, 
they never succeeded in realising the subjective character of value. 

This same theory should have carried Condillac a stage further, 
and helped in the rectification of the Physiocratic error concerning 
productii^ If value is simply utility and utilit^tscini just tlie 
correspondence between things and our demand for them, what is 
the agency that produces this harmony between things and desires? 
It is very seldom that nature succeeds in establishing it. “ Nature 
is frequently fertile in things we have no desire for and lavish of 
what is useless ” — a profound remark that ought to have cooled 
thc*Physiocrats’ love of the Alma Parens. “ Matter is transformed 
and made useful by dint of human labour. Production means giving 
new form to matter.” ® If this be true, then there is no difference 
between agricultural and mdustrial production, for they both trans- 
form what already exists.*^ 

Moreover, the theory proves very clearly that if artisans and pro- 
prietors are dependent upon the agriculturists — as, indeed, they are — 
the latter in their turn are nothing but artisans. “ If someone asks 
whether agriculture ought to be preferred to manufacture or manufac- 
ture to agriculture, wc must reply that we have no preferences, and 
that the best utfe should be made of both.” ‘ 

Lastly, his definition of wag es, short ns it is, is of imincn.se 
significance. *' Wages represent the share of the product which is 

* ‘‘ It is not correct to say that the oxchanged vnlncs are cqcis! ; on the 

contrary, each party scokB to give a smaller valno in exchange for a i.argcr one, 
Tlio process proves advantageous to both ; hence, doubtless, (he ori.:in of the 
idea that the values must bo equal. But one ougiit to have come to the conclu- 
sion that if each gains both must have given less and obtained more." (Op. cU., 
pp. 65. 80.) Compare this with the quotation from do Trosne, p. 27, and note its 
peyobological superiority. ’ Op. cit., Tart I, chap. P. 

* “Even where the land is covered with products there is no edditionr.! 
material beyond what there was formerly. They have just been given a nr-w 
form, and wealth consists merely of such transformations.” 

* Op. cit.. Part I, chap. 29. 
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due to the workers as co-partnars.” ^ Wages only “ represent ” the 
share that is due to the workers. In other words, the wage-earner, 
either through want of will or of powCT, cannot exercise his rightful 
claim to his own work, and simply suhrenders the claim in Teturn for 
a money price. This constitutes his salary, which is regulated, like 
every other price, by competition between buyers and sellers. 
Condillac makes no reference to an iron law of wages, but regards 
them as determined by the forces of demand and supply. He does, 
however, hint at the implicit alliance which exists between capital 
and labour.’ 

From a.practical standpoint also, especially in his defence of free 
labour and his condenmation of corporations, CondiDac.is more 
categorical than the Physiocrats. “ All these iniquitous privileges,” 
he writes, “ have no claim to a place in the order beyond the fact 
that the3’- are already established.” He is as persistent as Turgot 
in his justification of the taking of interest and in his demand for 
the determination of the rate by competition. This very elegant 
argvunent is employed to show its similarity to exchange : Exchange 
implies compensation for overcoming the drawbacks' of distance, 
whether of place or of time.® Exchange generallj- refers to place, 
interest to time, and this is reallj* the foundation of the modem theory. 


CHAPTER II; ADAI^I SSIITH 

Notsyithstanding t^ originalitj' and rigour displaj-ed by the 
Physiocrats, they can only be' regarded as the heralds of the new 
science. Af^nm .Smith. * it is now xmanimously agreed, is^its true 

\ In a recait etndy of the wage bargain we find M. Chafdain giving expression 
to Bimilar ideas, though apparently knowing nothing of Condillac’s work. 

* Op. cH., chap. XV, par. 8. 

■ ’ See Tt^ot, Mbnoirt mr Priis d" Argent, p. 122; "In every bargain 
involving the of interest a certain som of money is given pow in exchange 

^ somewhat larger snm to he paid at some future date j diff erence of .ime 
as well as of place makes a real difierenoe to the value of money." Further on 
he adds (p. 127) : “ The difierenoe is famili&r to everyone, and the well-known 
proverb ‘ A bird in the hand is worth two in the bnsh ’ is simply a popular way of 

expressing it.” _ . , , t.. - a 

‘ The life of Adam Smith presents nothing remarkable. It is easily summed 

np in the story of his travels, his profesional activities, and the records of his 
friendships, and among these his intimacy with Hnme the philosophy has 
become clasrioal. . He was bom at Kirkcaldy, in Scotland, on June 5, 1723. 
From 1737 to 1740 be studied at the University of Glasgow under Francis 
Hutcheson, the philasopher, to whom he became mneb attached. From 1740 to 
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foun^ The appearance of his great work on the Wealth ofNai ioita 
in 1776 instantly eclipsed the tentative efforts of his predecessors. 
To-day the Physiocratic doctrines scarcely do more than arouse 
historical curiosity, while Smith’s work has been the guide for 
successive generations of economists and the starting-point of all 
their speculation. Even at the present da y., despite many changes 
in_ t,hR - £und a n iental nrincinles of the sc ience, no economist can afford” 
to neglect t he old Scotch author without unduiy~naiTowing~lus 
scientific honzoni ~~~ ~ ~ 

Several reasons account for the commanding position held by 
this book — a position which no subsequent treatise has ever suc- 
cessfully rivalled. *v 

First is its supreme literary cha rm. It is above all an interesting 
book, bristling withvfacts a nd palpitating with life. The burning 
questions of the hour, such as the problems presen ted^y the colonial 
rSgime, the trading companies, the mercantile system, the monetary 
question, and taxation, supply the author ■with c ongenial themes forfiu,^ 

174.G ho continned his studies at Oxford, ■where ho seems to Imvo worked steadily, 
chiefly by tumsolf. The intellectual state of tho university ■was at that time 
extremely low, and a number of tho professors never delivered any lectures 
at all. Returning to Scotland, ho gave two free courses of lectures at Edinburgh, 
one on English literature and tho other on political economy, in tho course 
of which ho defended tho principles of commercial liberty. In 17C1 ho been mo 
Professor of Logic at Glasgow, at that time one of tbo best universities in Europe. 
Towards the end of tho year bo was appointed lo tho chair of Moral Philosophy, 
which included the four divisions of Natural Theology, Ethics, .lurisprudcnec, 
and Politics within its currioulum. In 1759 ho published hxsThfory oj Moral 
Senliments, which speedily brought him a great reputation. In 1704, whrn 
forty years of ago, ho quitted tho profcs-sorial chair at Gia-gow University 
and accompanied the young Dube of Bucclencb, son-in-law of Charles Townshend. 

Ilio colebraled statcemnn, on his travels abroad. With the young nobility of 
this period foreign travel {reqncnfly took the place of a university training, 
on account of the disrepute into which the latter had fallen. Smith was riven a 
pension of £.'500 a year for the rest of his life, so that the mere material advantage 
was considerably in excess of his earnings as a professor. The years 1TC4-C0 
were spent in this way. A year and a half was pri6S"(i at Toulouse, two months 
at Geneva, where ho met Voltaire, and another ten month? at Paris. Whil- 
in P.iri8 ho became acquainted with the Physioerntf!, particularly with Tiirgcit anti 
the Encycloptcdists. It vras at Toulouse that ho began his WerJih of A'ctfon-*, 
'Betuniiug to Scotland in 17G7, ho went lo live with his mother, with the sok 
object of devoting himself to this ■work. By 1773 tho book was nearly complete. 

But Smith moved to London, and tho work did not appear till 17 lO. 15y th.s 
achievement Smith crowned tho great celebrity which he alrc.sdy enjoyed, in 
.lanuaiy 177S Smith ■was appointed Commissioner of Customs at Edinhurgh, a 
distinguished position wliich he held until his death in 1790, 

All that wo know of Smith’s character shows him to have been a msn of 
tender feelings and of great reSnement of character. UL? ab'ent-mindedn?^ 
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his treatment. His discussion of these questions is marked by such 
mastery of detail 'and such balance of judgment that he comnnces ! 
without effort. His facts are intermixed with reasoning, his illustra- . , i 
tions with argument. He is instructive as well as persuasi ve. ^ 
there is no trace of pedantry, no monotonous reiteration in the work, 
and the reader is not burdened, with the presence of a cumbersome ' 
^'logical apparatus; All is elegan tly simple. Neither is there the 
slightest suggestion of the cyme. Bather a passion of genuinely 
t human sympathy, occasionally bordering upon eloquence, breathes 
. through the pages. ' Thanks to rare qualities such as th^e we can 
still feel soirietMng of the original freshness of this old book. 

In addition to this, Sm ith has been success ful in borrowing tom 
jiis predecessors all their mor e i mportant i deas and welding them ^ 
into a more general , system. He supersededTthem because hef-®'** 
rendered their work useless. A true soaST^d economic philosophy^^c/^^- i 
was substituted for their fragmentary studies, and an entirely newq^KJ^ 
value given to their contributions. Taken out of their isolation, they 
help to illustrate his general theory, becoming themselves illuminated 
in the process. 

has become proverbial. In politics bis sympathies were -with the Whig*. In 
religion he associated himself with the deists, a school that was greatly in vogue 
towards the end of the eighfeent h centniy, and of which Voltaire, who was much 
admired by Smith, was the most celebrated representative. 

For B long timn the only life of Smith winch we possessed was the memoir 
written by Dagald Stewart, Account of the Life and Writings of Adam Smith, 

■ and read by him In 1793 before the Eoyal Society of Edinburgh. It appeared 
in the Transactions of the society for 1794, and was published in volume form in 
1811 along with other biographies, under the title of Biographical Memoirs of 
Adam Smith, Bobertson, etc., by Dugald Stewart. To-day we are more fortunate. 

John Bae in his charming Life of Adam Smith (London, 1S95) has succeeded 
in bringing to light all that we can know of Smith and his circle. To him 
we are indebted for most of the details we have given. In 1894 James Bonar 
published a 'catalogue of Smith’s library, containing about 2300 volumes, and 
comprising about two-thirds of his whole library. A still more important con- 
tribution to the study of Smith’s ideas has been made by Dr. Edwin Cannan, 
who in 1896 published Lectures on Justice, Police, Revenue, and Arms, delivered 
in Glasgow by Adam Smith, from Notes taken by a Student in 1763 (Oxford). 

This represents the course of lectures on political economy delivered by Smith 
while professor at Glasgow. A manuscript copy of the notes taken in this 
course by a student, probably in 1763, was accidentally discovered by a 
London solicitor in 1876. These notes were in 1895 forwarded to Dr. Cannan 
for publication. They are especially precious in helping ns to understand Smith’s 
ideas before his stay in France and his meeting with the Physiocrats. Of the 
numerous editions of the lFeaf/f* of Nations which have hitherto been published, ^ 
the more important are those of Buchanan, McCulloch, Thorold P.ogere,'Bnd ' 
Nicholson. The latest critical edition is that of Dr. Cannan. publishedin 1904 by 
Methuen, containing very valuable notes. This is the edition we have used. 
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Like most great writers, Smith knows how to bor row witlioul 
tiapairing,,luS-. ,orig)nalilv. O ver a hundre d autliors are quoted Jn^ 
J- his book , but he does not always acknowledge them. The names of 
some of the writers who exereised such influence over him, and 
opened up the path which he aftern-ards followed, deserve more 
than a passing reference. 

The first place aniong these belongs, perhaps, to Huteheson, 
Smith’s predecessor in the chair- of Moral Philosophy at Glasgow.' 
The divisions of the subject are almost identical with those given by 
Hutcheson, and many oj^Smitlrs best known thcorics can be traced 
in the System of Moral Philosopbu published by Hutcheso n in 
1755, but which we know was written long before. Hutcheson laid 
great stress upon the supreme importance of division of labour, and 
his views on such questions as the origin and variations in the value 
of money and the possibility of com or labour affording a more 
stable standard of value closely resemble . those of the Wealth oj 
Nations. 

David Hume. is n near second. Smith refers to him as “ by far 
the most illustrious philosopher and historian of the present age,” * 
and from 1752 onward they were the closest of friends. Hume was 
already the author of some essays on economic questions, the mos L 
important among them dealing with money, foreign trade, the rate 
of interest, etc. These, along with several other writings, were pub- 
l ished in the Pglilioal_DjscixUT£es 10-17152. Hume’s examination of 
these problems displays his original penetrative thought, and there 
is evident the profundity and lucidity of treatment characteristic 
of all his writings. The absurdity of the Mercantile policy and 
of interfering with the natural tendency of money to adapt itself 
to the needs of each community, the sophistry of the balance of 
trade theory, and the impious consequences resulting from com* 
mcrcial jealousy among nations are exposed with admirable force 
in these essays. No doubt the essays left a great impression upon 
Smith. He quoted them in his lectures at Glasgow, and Hume 
consulted him before bringing out a second edition. It is true that 
Smith eventually became the stauncher Liberal of the two. Hume, 
in his essay on the Balance of Trade, recognized the legitimacy of 
certain protective rights which Smith wished removed altogether. 
Still it was to Hume that Smith owed Ids conversion to the Lilxiral 
faith. 

On this matter of commercial liberty there was already, tow.ards 
the end of the seventeenth and the beginning of the eighteenth 
* Wealth of Natfor.*, rol. ii, p. 275. 
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centuries, a small. but a gtowing band of Mercantilists who had 
begun to protest against the irksomeness of the Customs regulations. 
They were, of course, still largely imbued with mercantile prejudice, 
but they are rightly classed as “Liberals.” Just as in France 
Boisguillebert had foreshadowed the Physiocrats, so in England 
Child, Petty, Tucker, Dudley North, and Gregofj^ Eng had been 
preparing the way for a more liberal policy in foreign trade.^ 

In addition to Hutcheson and Hume one other writer must be 
mentioned in this connection, namely,’ Bernard de Slandeville . He 
was not an economist at all, but a doctor with considerable philo- 
sophical interests. In 1704 he had publ ished- A_«;ma1} poem, which. 
alo ng.with a number. of additions, w aaxepii blishp.d in 1714 u nd er th e 
iitla otj r fie Faile of the Bees i or. Privcde Vices Public Benefits . The 
fundamental idea of the book, which caiised quite a sensation at the 
time, and which was seized by order of the Government, is that 
civilisation — understanding by that term not only wealth, but also 
the arts and sciences — is the outcome, not of the virtues of mankind, - 
but of what Mandeville calls its vices ; in other words, that the 
"desire for weU-being, comfort, luxury, and all the pleasures of life 
arises from our natural wants. The book was a sort of apology 
for the natural man and a criticism of the virtuous. 

Smith criticised Slandeville in his Theory of Moral Seniimenis,^ 
and reproached him particularly for referring to tastes and desires as 
vices though in themselves they .were nowise blameworthy. But 
despite his criticism Mahdeville’s idea bore fruit in Smith’s mind. 
Smith in his turn was to reiterate the beli^ that it was personal 
interest (in his opinion no vice, but an inferior virtue) that unwittingly 
led society in the paths of well-being and prosperity. A nation’s 
wealth for Smith as well as for Mandeville is the result, if not of a 
vice, at least of a natural instinct which is not itself virtuous, but 
which is bestowed upon us by Providence for the realisation of 
ends that lie beyond our farthest ken. 

Such are the principal writers in whose works we may find an 
outline of some of the more important ideas which Smith was to 
incorporate in a true system. 

Mere systematisation, however, would not have given the WeaWi 
of Nations its unique position. Prior to Smith’s time attempts had 
been made by Quesnay and the Physiocrats to outline the scope of 

* On this point see Schatz’s Indn-iituilisme iconomique. ei tocial (Paris, 
1S08). • 

- * Chap- IT of sec. ii of the 7th part of the TiMfry of Moral SmittnerUs is entitlea 
Of SysUmt of lAcente, 


Adam Smith 55 

the science and to link its various portions together by means ol a 
general principles. ’Allhough he, was not the first to produce a 
Connected scientific treatise out of this material, he had a much 
greater measure of success than any of his predecessors. 

Sm ith owed ,mu.ch_to -the- Piiysiocrats,,but hs^had little personal 
acquainta nc£- with them beyond that. afforded by~hirBnef'stay 'in 
Paris in 1705. Slight as the intimacy was, however, there is no 
doubt about the influence they had upon him. It is also verj’ im- 
probable that he had read all their works : Turgot’s lUjlcxions. for 
example, written in 17GG, but only published in 17G9-70, was probably 
not kno'ivn to him. But frequent personal converse with both 
^Turgot and Quesnay had helped liim in acquiring precise first-hand 
knowledge of their views. We can easily guess which ideas would 
attract him most. 

On one point at least he had no need to be enlightened, for in the 
matter of economic liberalism he had long been knoTO as a doughty 
ch ampion. But the ardent faith of the Physiocrats muir~havc 
strengthened his own belief very considerably. 

On the other hand, it appears that he borrowed from the Phj'sio- 
crats the important idea concerning the distribution of the annual 
revenue between the various classes in the nation. In lus lectures 
at Glasgow he scarcely mentions anything except production, but 
in the Wealth of Nations nn important place is given to distribution. 
The difference can hardly be explained except upon the hypothesis 
of Smith’s growing acquaintance^with the Tableau iconornique and 
the theory oi JJio-^nct 4 uoducfc.^’ 

But admitting that he borrowed what was most characteristic 
and most suggestive in their teaching, his treatment of its many 
complicated aspects is altogether superior to theirs. The Physiocrats 
w'ere so impressed by the importance of agriculture that they utterly 
failed to see the problem in its true perspective. They scanned the 
field through a cre\'ice, and their vision was consequently narrow 
and limited. Smith, on the other band, took the whole field of 
economic activity as his province, and surveyed the ground from an 
eminence where the view was clearest and most extensive. 

The ec onomi c world he regarded as a vast w orksho p cr eated by 
di^^sio n of labour, one universal psychological prineijile — the desire 
nf pvp rynnp to better his lot — supplying unity to its diverse '^icHo^ 
mena. Political economy was at last to be based, not on the interests 
ol a particular class, whether manufacturing or agricidtural, but 
upon a consideration of the general interest of the whole community. 
Such are the directing principles that inspire the whole wo’-k, fhc 
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guiding h'nes amidst what had hitherto seemed a mere ohaoi? 
of economic facts. Contemporaries never coimted upon the di^>~r 
culties which the new science was bound to encounter, so great waV- 
their enthusiasm at having a fixed standpoint from which for the' 
first time the complex interests of agriculture, industry,' and com- 
merce might be impartially surveyed. With Smith' the study 
emerged from the “ system ” stage and became a science. 

Our exa mination of Smith’s views will be grouped around three 
pointsj ' 

(I) Division of labour. 

(II) The “natural” organisation of the economic world under 
the influence of personal interest. 

• ^ ' (III) Liberalism. 

I : DIVISION OF LABOUR 

It was Quesnay who had nropounded the theory that agrinultii re 
w as the source of all wealth, b oth the State’s and the individual’s.' 
Adam Smith seized upon the phrase and sought to disprove it in his 
opening sentence by giving to wealth its true origin in the general 
activity of society. “ I^e annual labour, of every nation is the fund 
which originally supplies it with ail the necessaries and conveniences 
of life which it annually consumes, and which consist always either 
in the immediate produce of that labour or in what is purchased with 
that produce from other nations.” 

^ Labour is the frtTe so urff of wealth. When Smith propounded 
this celebrated theory, w'hich has given rise to so many misunder- 
standings since, it was not intended that it should minimise the 
importance of natural forces or depreciate the part which capital 
plays in producti^^ No one, except perhaps J. B. Say, has byen 
nibre persistent i^«nphasising the importance of capital, and to the 
land, as we shall presently see, he attributed a special degree of pro- , 
ductivity. But from the very outset Smith was anxious to'emphasise 
the distinction between his doctrine and "that of the Physiocrats. 
So the defi nitely affirms that it is human acti%aty and not natu ral 
for ces -^ch produces the mass of commoditie s consumed every j-^ear. 

* Onoken’B edition, p. 331. , - ^ 

* The theory that there are three factors of prodnction, which has since become 
a commonplace of economics, is not to he found in Smith. Indirectly, however, 
it was he who originated the idea by distinguishing in his treatment of distribn- 
tion between the various sources of revenue. The distinction once made, it was 
quite natural to consider each source as a factor of prodnction ; and this is just 
what j! B. Say did in his Treatise (2nd ed., chaps, iv and v). Cf. Cannan’s 
History of ike Theories of FroducHon and Distribution, p. 40 (1894). 
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Without the former’s directing energy the latter would for ever 
remain useless and fruitless . 

He is not slow to draw inferences from this doctrine. Work, 
employed in the widest sense, and not nature, is the parent of w eal th 
— not the work of a single class like the agriculturists, but the~work^ 
of all classes. Hence all work has a claim to b e regarded as.nroduc^.- 
tive. The nation’s annual income owes something to everyone who 
toils. It is the result-of their collaboration, of their “ co-operation ” 
as he calls it. There is no longer any need for the distinction between 
the sterile and the productive classes, for only the idle arc sterile. 

A natiQiu i&^i ist-a_va.st workshop,_jtt-hcre the labour o f each. 
however diverse in character, adds to the wealth of all. The passage 
in which Adam Smith expresses this idea is well kno^vn, but no 
apology is needed for quoting it once again.’ “ ^^^lat a variety of 
labour too is necessary in order to produce the tools of the meanest 
of those workmen 1 To say nothing of such complicated machines 
as the ship of the sailor, the mill of the fuller, or even the loom of 
the weaver, let us consider only what a variety of labour is requisite 
in order to form that very simple machine, the shears with which 
the shepherd clips the wool. The miner, the builder of the furnace 
for smelting the ore, the feller of the timber, the burner of the 
charcoal to be made use of in the smelling-house, the brick-maker, 
the brick-laycr, the workmen who attend the furnace, the mill-^ght, 
the forger, the smith, must all of them join their different arts in 
order to produce them. Were we to examine, in the same manner, 
all the different parts of his dress and household furniture, the 
coarse linen shirt which he wears next his skin, the shoes which 
cover his feet, the bed which he lies on, and all the different parts 
which compose it, the kitchen-grate at which he prepares his rictuals, 
the coals which he makes use of for that purjiosc, dug from the bowels 
• of the earth, m\d brought to him perhaps by a long sea and a long 
land carriage, all the other utensils of bis kitchen, all the fmriiturc 
of his table, the knives and fork-s the carlben or pewter plates upon 
which he serves up and divides bis ■victuals, the different hands 
employed in preparing his bread and bis beer, the glass window 
which lets in the heat and the light, and keeps out the wind and the 
rain, with all the knowledge and art requisite for preparing that 
beautiful and happy invention, rvitbout which these northern p.arls 
of the world could scarce have afforded a verj* comfortable babiSa- 
tion, together ■with the tools of all the different workmen employed , 
in producing those different convcnicncies ; if we examine. 1 say, 

' Wtailh of Kaliong, Book I, chap. 1 ; Cnnnnn. vol. 1, pp. !3-M. 
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ali these things, and consider what a variety of labour is employed 
a^ut each of them, we shall be sensible that without the assistance ' 
and co-operation of many thousands, the very meanest person in a ' 
civilized country could hot be provided, even according to, what we 
very falsely imagine, the easy and simple manner in which he is 
commonly accommodated.” 

Division of labour Js simply the spontaneous realisation of a 
particular form of this sodal co-operation. Smith’s peculiar merit 
lies in placing this fact in its true position as the basis of his whole’ 
work. The book opens upon this note, whose economic and social 
importance has been so frequently emphasised since that it sounds 
almost commonplace to-day. 

This division of labour effec ts an easy and natural combination 
of economic efforts for the creation of the nation al dividend. Whereas~~~ 
animals confine themselves to the direct satisfaction of their indi- 
vidual needs,^ men produ ce commodities to exchange them for othe rs 
more immediately desired. Hence there results for the community 
an enormous increase of wealth ; and division of l abour, bv establish - 
ing the co-operation o f all for the satistaction of th e desires_of ea^ 
becomes the true source of progress and ot weli-b ein^ 

In order t^illuiJLrale the growth in total production as the 
outcome of division of labour. Smith gives an example of its effects 
in a particular industry. “ The effects of the division of labour, in 
the general businessrof sodety, will be more easily understood by 
considering in what manner it operates in some particular manu- 
factures.” It is in this connection that he introduces his celebrated 
description of the manufacture of pins. “ A -workman not educated 
to this business (which the division of labour has rendered a distinct 
trade), nor acquainted with the use of the machinery employed in it 
(to the invention of which the same division of labour has probably 
given occasion), could scarce, perhaps, with his utmost industry, make 
one pin in a day, and certainly could not make twenty. But in the 
way in which this business is now carried on, not only the whole 
work is a peculiar trade, but it is divided into a number of branches, 
of which the greater part are likewise peculiar trades. One man 
draws out the wire, another straights it, a third cuts it. a fourth 
points it, a fifth grinds it at the top for receiving the head ; to make 
the head requires two or three distinct operations ; to put it on, is a 

t tt Iq almost ereiy other race of animals each individual, when it is grown np 
to maturity, is entirely independent, and in its natural state has occasion for the 
asssstanoe of no other living creature.” [Wealth of Nations. Book I, chap. 2 ; 
Ofcnnsn, voL i, p. 16.) 
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peculiar business, to -whiten the pins is another ; it is even a trade 
by itself to put them into the paper ; and the important business of 
making a pin is, in this manner, divided into about eighteen distinct 
operations, which, in some manufactories, are ali performed by 
distinct hands, though in others the same man will sometimes 
perform two or three of them. I have seen a small manufactory of 
this kind where , ten men only were employed, and where some of 
them consequently performed two or three distinct operations. But 
though they were very poor, and therefore but indifferently accom- 
modated -with the necessary machinery, they could, when they 
exerted themselves, make among them about twelve pounds of pins 
in a day.” * 

Such is the picture of man as we find him in society. Divisio n 
of lab our and exchange have resulted in augmenting productjqn 
a hundredfold, and thus increasing his wellbeing, whereas left to 
himself he could scarcely supply his most urgent needs. 

In a subsequent analysis Smith ascribes the g ain resulting from 
d ivision of labour to three princip al ca uses ; (l)UTic greater dexterity 
acquired by each workman when confined to one particular task ; 
(2) t he economy of time achieved in avoiding constant change 
of occupation ; (8) the number of inventions and improvements 
which suggest themselves to men absorbed in one kind of work. 

Criticism has been le ve lled at Smith for j ds omission to mention 
the disadvantages of di-vision o f Jabour-whiclMnl^ikpo-ssibly counter'* 
balan.ce_its_nmny_fldYimtagcs._Thc omission is the result of his 
method of treating the -u’hole question, and it is not of much 
real importance. The disadvantages , moreover, wcr cjiot altogether 
lost_ s^h t of. a nd it would be dilfieult to find a more clnqiiTiit pica 
for some counteracting influence than that which Sn-iitii puts forward 
in the fifth book of the Wealth of Nations. '* In the progress of the 
division of labour,” be remarks, ” the employment of the far greater 
part of those who live by labour, that is, of the great body of the people, 
comes to be confined to a few very simple operations ; frequently to 
one or two.” But “ the man whose whole life is spent in performing 
a ferv simple operations, of which the effects too are, periiaps, ahv.rys 
the same, or very nearly the same, has no occasion to exert his 
understanding, or to exercise his invention in finding out expedients 
for remo\nng difiicullics which never occur. He naturally loses, 
therefore, the habit of such exertion, and generally becomes as stup:d 
and ignorant ns it is po'ssible for a hunmn creature to become.”* 

‘ ITmWA of Nations, Boot I, chap. 1 ; C.mnr.n. -rol. i, p- C- 

• Ihid., Book V, chap. J. par iii. art. 2 ; to!, ii, p. 207. 
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he will He able to push technical division of labour further than any 
of his rivals provided he has more capital than they ; but takinr; 
society as a whole it is clear that the existence of division of labour 
enables the same product to be produced with less capital than is 
necessary for the single producer.* 

Such is an outline of Adam Smith’s theory of division of labour — 
a theory so familiar to everyone to-day that we arc often unable to 
realise its importance and to appreciate its originality, and this 
despite the fact that certain sociologists like Durklicim have 
hailed it as supplying the basis of a new ethic. Juxtaposed 
with the Physiocratic theory, it is not very dilTicult to realise its 
superiority. 

To the Physiocrats the economic world was a hierarchy of classes. 
The agriculturist in some mysterious way bore the “ whole wcjiry 
weight of this unintelligible world” upon his own shoulders, gi\dng 
to the other classes a modicum of that sustenance which he bad 
wrested from the soil. Hence the fundamental importance of the ngn- 
cultural classes and the necessity for making the whole economic system 
subordinate to them. Adam Smith, on the other hand, attempted 
to get a view of production as a whole. He regarded it as the result 
of a series of joint undertakings engineered by the various sections 
of society and linked together by the tie of exchange. The progress 
of each section is bound up with that of every other. To none of 
these classes is entrusted the task of keeping all the others alive ; ail 
arc equally indispensable. The artisan who spares the labourer the 
task of building his house or of making his shoes contributes to the 
accumulation of agricultural products just ns much ns the ploughman 
who frees the artisan from turning the furrow or sowing the seed. 
The progress of national wealth cannot be measured ii> terms of a 
single net product ; it must be estimated by the increase in the 
whole mass of commodities placed at the disposal of consvmiers. 

One very evident practical conclusion follows; namely, that 
taxation should fall, not upon one class, o s the Phy siocrats wi shed. 
but upon all' classes alllcel As against the imp6( unique, Smith 
advotxitcs multiple taxation wliich shall strike every source of 
revenue equally, labour and capital os well os land ; and the funda- 
mental rule which he lays down is as follows ; “ The subjects of 
every State ought to contribute towards the support of the Govern- 
ment, ns nearly as possible, in proportion to their respective abilities ; 
that is, in proportion to the revenue which they respectively enjoy 

' Cl. Cannan’fi ponclrMing critieitm ol this idea of Smith’* in <?/ 

Prodticiion and Distribution, pp. 60-83, 
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under" the protection of the State.” ^ This is his famous maam of 
equality so frequently quoted in every financial discussion.® 

It is very curious that Smith should have failed to make the best 
possible use of this theory. -Its full significance vas lost upon him. 
The theory of division of labour alone ■was sufficient to dispose of 
the whole Physiocratic system. Nevertheless, in the last chapter of 
Book IV we find hinS still valiantly struggh'ng to disprove the con- 
clusions of the Physiocrats, by the aid of arguments not always 
very convincing. -.-Forgetting his principle of division of labour, he 
even adopts a part of their thesis and finds himself entangled by the 
invalid distinctions which they had drawn between productive and 
unproductive workers. He simply gives another definition and 
describes as unproductive all works which “perish in the very instant 
of their performance, and. seldom leave any trace or value behind 
them for which an equal quantity of service could afterwards be 
procured.”® All these services, which comprise the labours of 
domestic servants, of administrators and magistrates, of soldiers and 
priests, of coxmsellors, doctors, artists, authors, musicians, etc;, Say 
classed together as “ immaterial products.” By restricting the 
term “ productive ” to material objects only, Smith gave rise to a verj' 
useless controversy on the nature of productive and unproductive 
works — a. controversy that was first taken up by Say and. re-rived 
by Mill, but which to-day seems to be decided against Smith, 
thanks to a more exact interpretation of his own doctrines. It is, 
indeed, quite clear that all these scrrices constitute a part of the 

* This is the first of the four celebrated maxiins enunciated by Smith in his 
theory of taxation. Here are the other three; “ (ii) QThe tax ■srhich each individual 
is bound to pay ought to be certain and not arbitrary. The time of payment, 
the rnannpr of payment, the quantity to be paid, ought all to he clear and plain 
to the contributor, and to every other person, (iii) Every tax ought to be levied 
at the time, or in the manner, in -vrluch it is most likely to be convenient for the 
contributor to pay it. (iv) Every tax ought to he so contrived as both to take 
out and to keep out of the pockets of the people as little os possible, over and 
above -what it brings into the public treasury of the State." {Wtalih of Nattons, 
Book V, chap. 2, part ii ; CSannan, voL ii, pp- 310-311.) 

* This rule of payment according to ability did not prevent his pronouncing 
in another paragraph in favour of progresave taxation. This is an instance of 
a •vrant of logic frequently evidenced in his rmtings. Speaking of taxes upon 
rent, he remarks that they •roigh mote heavily upon rich than upon poor, because 
the former in proportion to their income spend more upon bouse rent than the 
latter. But “ it is not very unreasonable that the rich should contribntc to 
the public expence, not only in proportion to their revenue, but something 
more than in that proportion.” {Hid., Book V, chap. 2, part ii.art. 1 ; vol. ii, 
p. 327.) 

» Hid., Book n, chap. 3 ; vol. i. p. 314. 
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annual revenue of the nation, and that “ production ” in a generni 
sense would be diminished if some persons did not exclusively 
devote themselves to the performance of such taslis. 

After criticising the Physiocratic distinction d r awn betw een the 
wage-earm'ng classe s_jtnd tho-nrodiicfive Smith immediately admits 
that t he labour of artisans and traders is not os productive as that 
of farmers and ag r ic uIturalJ abourers. f or the latter not only return 
the capital employed by them together with profits, but they also 
furnish the proprietor with rent.^ 

Whence this hesitation on the part of Smith ? \Vherc did he 
come by the idea of the special and superior productisnty of agricul- 
ture ? An attempt to account for it may prove interesting, and it 
will help us to give Smith his true place in a history of economic 
doctrines. 

Notwithstanding his recantation. Smith was never quite rid 
of JPhysiocratic influence. Writing of the Physiocratic system, he 
described it as perhaps “ the nearest approximation to the truth 
that has yet been published.” * So indelible was the impression 
which the Physiocrats left upon him that both they and their doc- 
trines, even when the latter arc directly opposed to his own. arc 
always spoken of with the greatest respect. The most important 
evidence of their power over him is the thesis just mentioned which 
he attempted to defend, nameh% that between agriculture and other 
industries lies an essential distinction, because in industry and 
commerce the forces of nature arc never brought into play, whereas 
in agriculture they alTvays collaborate with man. ” No equal quan- 
tity of productive labour employed in manufactures can ever occasion 
BO great a reproduction. In them nature docs nothing ; man does 
all ; and the reproduction must always be in proportion to the 
strength of the agents that occasion it.” * We almost think wc 
are dreaming when we read such things in the work of a great econo- 
mist. Water, wind, electricity, end steam, arc they not natur.al 
forces, and do they not co-operatc with man in his task of production ? 

• “Fanners and conntty labonrcrs, indeed, over and above fhesiock whieb 
maintains and employs them, reproduce annually a neat produce, a free rent to 
the landlord. As a marringo which affords three children is certainly more 
productive than one wliicb afford-s only two : so the labour of farmers and 
country labourers is certainly more productive than that of merebantf, artircers, 
and manufacturers. The superior produce of the one cl.iss. however, does not 
render the other btirrcn or unpro luctive.” [Wtallhof Aafton^, Book 1% .chap, t'i 
Cannan, vol. ii. p. 173.J 

• Ibid., Book IV, chap. 0 ; vol. ii, p. 17C. 

• Ibid., Book II, chap. P ; vol. i. p. 34t. 
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Considerations such as these were allowed to pass quite imheeded, 
and Smith persisted in his error because he believed that this new 
doctrine furnished -him with an explanation of rent, that strange 
enigma whi^ch had puzzled English economists for so long. How was 
it that while other branches of production gave a return only suffi- 
cient to remunerate the capital and labour employed, agriculture, in 
addition to these two revenues, jdelded a supplementary income 
known as rent? It was because “in agriculture nature labours 
along with man : and though her labour costs no expence, its 
produce has its value as well as that of the most expensive workman.” 
Thus ‘^rent may be considered as the produce of those powers of 
nature, the use of which the landlord. lends to the farmer.” ^ Had 
Smith arrived at a true theorj' of rent this recourse to the natural 
powers of the soil to furnish an explanation of the proprietor’s 
revenue would have been quite unnecessary, and in all probability 
he would not have so easily accepted the idea of the special produc- 
tivity of the soil. But this false conception of nature has persisted 
in economic theory, and in it Smith thought he saw an additional 
reason for adhering to those errors, which the Physiocrats had first 
induced him to commit.^ ' 

^ JiVe^th of Nations, Book 1^ chap. 5 ; Cannan, vol. i, p. 344. Note that 
here as elsewhere Smith entertains more than one opinion. In other passages 
in the book ha regards rent as a monopoly price “ that enters into the composition 
of the price of commodities in a different way from wages and profit. High or 
low wages and profit, are the causes of high or low price ; high or low rent is 
the effect of it. It is because high or low wages and profit mus{ be paid, in 
order to bring a particular commodity to market, that its price is^high or low. 
But it is because its price is high or low ; a great deal more, or very little more, 
or no more, than what is sufficient to pay those wages and profit, that it affords 
a high rent, or a low rent, or no rent at all.” [Ibid., Book I, chap. 11 ; vol. i, 

p. 147.) . , 

It is impossible to reconcile these statements. In the one case rent is regarded 
as a constituent element of price, in the other it is the effect of price. 

In the first edition this contradiction was still more evident; In that edition 
rent, along with profit and wages, was treated as a third determinant of value. 
(See Cannan’s edition, vol. i, p- 51, note'7.) The paragraph was deleted from the 
second edition, and rent was treated merely as a comjjonent part of the price. 
This modification was perhaps the outcome of a letter written by Hume to Smith 
on April 1, 1776, after he had read the Weallh of Nations for the first time. “ 1 
cannot think, ” says Hume, “ that the rent of farms makes any part of the price 
of the produce, but that the price is determined altogether by the quantity and 
the demand.” (Quoted by Eao in his Life of Adam Smith, p. 286.) The cele- 
brated controversy as to whether rent enters into prices is not a thing of yesterday. 
Its origin dates from the birth of political economy itself, and it will probably 

only die with it. . . . , , 

> H.s error is partly due to the fact that he failed to ^tinguish bc-tween 
the profits of the entrepreneur and the interest of the capitalist. Both adth 
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Apart from his personal attachment to the Physiocrats we must 
also remember that Smith more than shared their predilection for 
agriculture. 

Nothing can be more incorrect, though it is frequently done, 
than to regard Smith as the prophet of industrialism and to contra st 
him with the Physiocrats, th e champi ons of agricult ure.*"' ^^lien the 
Wealth of Nations appeared in 1770 the economic transformation 
known to history as the Industrial Revolution, ivhich consisted 
in the rapid substitution of machine production for the old domestic 
regime, had as yet scarcely begun. Hargreaves and Arkwriglit 
had doubtless some inventions to their credit. The one had pro- 
duced the spinning jenny in 170.5, and the other had perfeeied 
the water frame in 1707, improvements that had given considerable 
impetus to the cotton trade. James Watt,* who was known to 
Smith, took out a patent for a steam-engine in 1709. But tliese 
inventions were as yet quite novel, and required time before they 
could modify the industrial syslicm. The more important among 
them, Crompton’s *’ mule ” * and Cartwright’s weaving machine, 
were as j'ct of the future. These dates are significant ; tlicy prove 
conclusively that the Industrial Revolution had scarcely begun when 
Smith’s great work appeared. Moreover, several of the more 
important themes treated of in the Wealth of Nations may be dis- 
covered in the course of lectures which Smith delivered at Glasgow 
about 1759, so that it is quite impossible to establish anything like 
an exact connection between the Industrial Revolution which was 
just bc^nning and the ideas embodied in the Wealth of Nations. 
One cannot even say that Smith was particularly enamoured of tin 

Bmitl) and srith Us successors the word " profit ” signified n twofold revenue, nnd 
this was porfectly correct so long os the entrepreneur was aI«o n c.ipitniist. Tii*’ 
word “ iatcKst ” wna reserved for tho jneome of that person who lent c.ipital Imt 
who did not himself produce nnything. The revenue " derived from rtock, 
by the person who monages or employs it, is called profit. Timf derived fmm it 
by tho person who docs not employ it himself, but lend? it to another, is called the 
interest or the use of money.” {Ibid., Book I, chap. C ; vol. i. p. .fit.) .1. B. Fay 
was tho first to give ns n definite idea of tho entrepreneur. Hnd Smith realis'd 
more clearly the functions of the en/reprenenr he would probably have perceived! 
(1) That tho entrepreneur, in addition to paring intore.'t on In': capital, frequently 
has to pay rent for tho use of the soil ; (2) that profit strictly so called iiielude^ 
an clement analogous to rent. According to Smith, profit was simply pa ynvnt 
for risks undergone or for work undertaken. 

* James Watt in 1750 hnd .'ct up his workshop within tho precincts ef •■he 
University of Glasgow, for which ho manufacturrai tnathctn.afio.al imtnirrenta, 
Tlio corporation had rctecd him pemiis-rion to set it tip in the toun — r. .itrikinc 
llustration of the narrowness and inflcxibitity of “ the eorporative r/jaV,'." 

• A combination of Hargreavo’e spinning jenny and Arkwright's water frame 

i;.D. ^ 
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tigiTTie — ^apart from the mechanical advance rrhich ft 
implied. For, as Jlarx says,^ the characteristic trait of English 
economic life, .despite the undisputed advance that industry was 
making at that time, yras commercial rather than industrial.’ 
Especially was this true of Glasgow, where Smith made most of his 
observations. Glasgow then was an essentially commercial town, 
principally engaged in the importation of American tobacco.® 

' Far from constituting a prophetic manifesto of the new age. 
Smith’s work reveals even to the most superficial reader a thorough 
abhorrence of traders and manufacturers. All his sarcasm is 
reserved for them, all his criticism levelled at them. While the 
interest of landed proprietors and workers appears to him always to 
accord with a country’s general interest, that of traders- and manu- 
factxirers “ is never exactly the same with that of the public,” the 
manufacturers having “ generally an interest to deceive and even 
to oppress the public, and who accordingly have, upon many 
occasions, both deceived and oppressed it.” * 

Again, when it comes to choosing between capitalists and work- 
men the issue is not long in doubt. It is quite clear from more 
than one passage that Smith’s sympathy was wholly with the workers. 
Several paragraphs cotild be dted in proof of this. Suffice it to 
recall the very sympathetic way in which he speaks of the high 
wages of workmen and contrast it with his discussion of profits. “ Is 
this improvement in the circumstances of the lower ranks of the 
people to be regarded as an advantage or as an inconveniency to 
the society? The answer seems at first sight abundantly plain. 
Servants, labourers and workmen of different kinds, make up the 
far, greater part of every great political society. But what improves 
the circumstances of the greater part can never be' regarded as an 
inconveniencty to the whole. No society can surely be flourishing 
and happy, of which the far greater part of the members are poor 
and miserable.. It is but equity, besides, that they who feed, 

i Marx speaks of Smith as the economist who is the very epitome of the 
manufacturing period. (Dos Kapilal, voL i, p. 313, note.) 

- • See Mantoux* work La Rhvlutum induslritlk au X7IW Siidt, p, 75 
(Paris, 1905). “ We are mistaken,” says he, " if we think that manufacture 

was the dominant feature of the period preceding the factory system. Logically 
it may be the necessary antecedent, bat historically its claim to priority is weak, 
although it left its indelible marks upon industry. The appearance of industry 
at the time of the Renaissance is an event of the greatest importance and sigtufi- 
canoe, but ft only played a part of secondary importance for a century or two." 

® Rae’s Life of Adam Smith, p. 89. 

’ Wtsdih of Nations, Book I, chap. 11 ; Cannan, vol. i, p. 250. 
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cloath, and lodge tiie -wbole body ol the people, should have 
such a sliarc of the produce of their omi labour as to be themselves 
tolerably well fed, cloathed, and lodged.” * The tune changes wlien 
he comes to speak of profits. . He is of o p inion th at high jjrofits 
r aise the price of commod ities-muc b more than . high wages, and he 
dismisses the consideration of the problem with this ironical remark ; 
“ Our merchants and master-manufact urers complain much of the 
bad effects of high wages in raising the price, and thereby lessenin F^ 

the sale of their goods b o th at home and abroa d. ^Thcy say nothing 

concerning the bad effects of high profits. They are silenFlvTth' 
regard to the pernicious effects o f their own-gains. 'ITiejrcmfipIarrr 
only of those of other people.” ° The contrast is significant^” rt is'’ 
still more deeply marked in that phrase which one is surprised not 
to see more frequently quoted by the champions of labour Ic^slalion. 
“ Whenever the legislature attempts to regulate the differences 
between masters and their workmen, its counsellors are always the 
masters. When the regulation, therefore, is in favour of the work- 
men, it is always just and equitable ; but it is sometimes otherwise 
when in fa%'our of the masters.” * 

This is not the tone of most of his contemporaries. Nor do we 
meet with this note in the writings of the appointed champions of 
the industrial system — the MacCullochs, the Ures, and the Babbages 
of the next fifty years. His words ring with that generous pity which 
proved a source of inspiration to Lord Shaftesbury and Michael Sadler 
in their efforts to secure the passing of the Factory' Act of ISSH. 

Smith cannot, accordingly, be regarded as the herald of dawning 
industrialism. He clung to agriculture with all the tenacity of his 
nature, and no opportunity of showing his preference was ever 
missed. The difficulties of agriculture are quite beyond those of 
any other craft. “ After what are called the fine arts, and the liberal 
professions, however, there is perhaps no trade which requires so 
great a variety of knowledge and experience.!’ * Not only is it more 
difficult, but it is also more useful. Between agriculture, manu- 
■facture, and commerce he draws a long comparison (to which wc 
shall have to make reference again) purporting to show that of all 
employments agriculture is the most profitable field of investment, 
and the one most in accord with the general interest. For the more 

\^'WcaUh of Nations, Book I, chap. 8 ; Carman, rot. i, p. 

• Ibid., Book I, chap. 0, in fino ; Tol. i, p. lOO. 

• Ibid., Book I, chap. 10, p,ari ii ; vol. i, p. H". 

• Ibid., Book I, chap. 10, part ii ; vol. i, p. 128. The whole pa»5ap,e conlfsini 
a ouriou* eulogy of propriotorf and fanners. 
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^ progressive nations “the natural course of things ” would seem to 
\ suggest ^he investment of capital firstly in ag riculture, in the second 
jPkce l_inmgustry, and finely in foreign traded The whole of 
pook ni is an ^deavour to show how the policy of European 
nations had for many centuries been hostile to agriculture and how 
the natural order had been inverted in the interests of merchants 
and artisans. Agriculture had always been the victim. In his 
theory of taxation he shows how a portion of the taxes on profits 
and wages ultimately falls upon property. In his discussion of 
duties on imported com — ^those duties which aroused the indignation 
•' of Ricardo against the landlords — he reveals the same partiality. And 
he even goes the length of saying that it is not because of their 
personal interest, hut owing solely to a badly conceived imitation of 
the doings of merchants and manufacturers, that “the country gentle- 
men and farmers of Great Britain so far forgot the generosity which 
is natural to their station, as to demand the exclusive privilege of 
suppljung their countrymen with com and butchers’-meat.” ^ 

Smith’s preference for agriculture and agriculturists need not be 
further insisted upon. Despite his own theorj* of division of labour, 
he still cherished a secret regard for the Physiocratic prejudice. He 
never subjected agriculture to the indi^ity of equal treatment along 
with other Jorms of economic activity. In his work at least it still 
retains its ancient pre-eminence. 


H: BHE 


“ NATURALISM ” AND 


“ OPTDIISM ” OF 



addition to the conception of the economic world as a great 
'Natural community created by division of labour, we can distinguish 
' ’ in Smith’s work two other fundamental ideas, around which his 
more characteristic theories group themselves. First is the ideaj iLthe 
spontaneous origin of e conomic in stitutions,_and s econdl s^ t heir beng :.. 
ficent character — or, more briefly. Smith’s naturalism and optimism ^ 
The two ideas, though frequently intermingled and sometimes 
even confused in Smith’s work, must be carefully distinguished by 
the historian of economic thought. 

Spontaneity and beneficence were intimately connected for Smith. 
In the eighteenth century anything natural or spontan^us was 
immediatclv voted good, and the terms natural, ■ just, and 
“ advantageous ” were often used as sjuion^TUOus. Smith did not 
escape the confusion of ideas. Having shown the natural origin of 
- » WeaUh 0 / Noffon-n Book IV, chap. 2 ; Camnn, toL i, p. 427. 
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economic institutions, he imagined that at tiie same time lie had 
demonstrated their useful and beneficent character.* The confusion 
is no longer permissible.' • To give a scientific deinonslfalioa of the 
origin of social institutions and to gauge their value from the point of 
view of the general interest are two equally legitimatc^but very 
different intellectual pursuits. Wc may agree vith Smith that our 
economic organisations, both in their origin and functions, participate 
of the spontaneity of natural organisms, but we may at the same time 
reserve judgment as to their real w’orth. Pessimism no less than 
optimism may be engendered by contemplation of the spontaneous 
character of economic institutions. WTiile tliis conception of the 
spontaneity of economic institutions seems to us just and fruitful, 
the demonstration given of their beneficent character appears in- 
sufficient and doubtful. The former conception is a commonplace 
with all the greatest economists ; the latter is rejected by the 
majority of them. 

^hese two ideas which have played such an important part in 
the history of economic doctrines must be separately examined.^ 

(The conception of spontaneity is the one to which Smith refers 
most frequently^ II mondo va da se. Here at any rate he and the 
Physiocrats were entirely at one. There is no need for organisation, 
no call for the intervention of any general will, however far-seeing 
or reasonable, and no necessity for any prcliminarj* understanding 
between men. Such are the reflections that the study of the 
economic world suggests ever anew to our author. -The present 
aspect of the economic world is the result of the spontaneous action 
of millions of individuals, each of whom follows Ids own sweet will, 
taking no heed of others, but never doubting the ultimate result. 
The noble outlines of the economic world as we know it have been 
traced, not by following a plan issuing complete from the brrun of 
an organiser and deliberately carried out by an intelligent society, 
but by the accumulation of numberless deeds designed by a crowd 
of individuals-in obedience to an instinctive force wholly unconscious 
of the work which it was encompassing. 

This idea of the spontaneous constitution of the economic world 
is in some aspects analogous to the conception of an “ economic 
law ” of a later period. Both ideas suggest the presence of something 
superior to individual wills, and imposed upon them even despite 
their resistance. The differences are equally marked, however, the 

' For ibe connection between Smith’s fystcni and the plu'losophj ol hii tin:'? 
seo W. Hnsbacb, Dit allgemcirwi jMlotophiechtn Grun.'dagen dtr ter, F. 
utul A, Smith hegriindtUn poUliichtn OiLvncrr.it {Leipzig, ISW). 
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scope of the former being far greater than that of the latter. The 
words natxiral law,” in the first place, suggest regularity and repeti- 
tion— ^he constant recurrence of the same phenomena under similar 
conditions. This is not the aspect that particularly struck Smith. 
He insist^ less upon the constancy of economic phenomena and more 
on their spontaneity, their instinctive and natural character. Say’s 
delight was to comp^e the economic and the physical worlds. 
Smith loves to regard the economic world as a living organism which 
creates for itself its own indispiensable organs. Nowhere is the term 
“ economic law” employed, but his delineation of the chief economic 
institutions and the account of their functions always results in the 
same conclusion. 

First of all take division of labour, which we have Just studied, 
and which more than any other institution contributes to the increase 
of wealth. 

This marvellouj! institution is “ not originally, the effect of any 
human wisdom, which for^ees and intends that general opulence to 
which it gives occasion.” “ It is the necessary, though very slow 
and gradual, consequence of a eatain propensity in human nature 
which has in view no such extensive utility ; the propensity to 
truck, barter, and exchange one thing for another.” * This tendency 
itself is the outcome of personal interest. “ Man has almost constant 
occasion for the help of his brethren, and it is in vain for him to 
e^ect it from their benevolence only. He will be more likely to 
prevail if be can interest their self-love in his favour, and show them 
that it is for their advantage to do for him what he requires of them. 
Whoever offers to another a bargain of any kind, proposes to do this : 
Give me that which I want, and you shall have this which you want, 
is the meaning of every such offer ; and it is in this manner that 
we obtain from one another the far greater part of those good offices 
which we stand in need of. It is not from the benevolence of the 
butcher, the brewer, or the baker that we expect our dinner, but 
from their regard to their own interest. We address ourselves, not 
to their humanity, but to their self-love, and never talk to them of 
our own necessities, but of their advantages.” * This gives rise to 
exchange, and with exchange comes division of labour. “ And thus 
the certainty of being able to exchange all that surplus part of the 
produce of His own labour, which is over and above his own consump- 
tion, for such parts of the produce of other men’s labour as he may 

‘ Wtalih of Nalions, Book 1, chap. 2 ; Canaan, vok i, p. 15. ^ ^ 

" * The whole passage, almost word for word, may be found in Smith’s course of 
lecture* at Glasgow, and the whole is taken froic MandevilJe’s FalU dtt AlsiBt*. 
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have occasion for, encourages every man to apply himself to o 
particular occupation, and to cultivate and bring to perfection 
whatever talent or genius he may possess for tliat particular species 
of business,” Division of labour is the outcome of a tendencrv 
common to all men, the tendency to barter ; and this tendency itself 
is spontaneously developed tmder the influence of personal interest, 
which acts simultaneously for the benefit of each and all. 

Next comes money, and nothing has so facilitated exchange or 
so greatly increased wealth. Every economic treatise since Smith’s 
has demonstrated its advantages in terms almost identical with his. 
But how did money first come to be employed ? It was not by the 
act of a public body, nor was it the outcome of a nation’s reflective 
judgment, . It is simply the result of the operation of a collective 
instinct. Some men who were keener than others saw the incon- 
veniences of the truck system. And “ in order to avoid the incon- 
veniency of such situations, every prudent man in every period of ^ 
society, after the first establishment of the division of labour, must I 
naturally have endeavoured to manage his affairs in such a manner, 
as to have at all times by him, besides the peculiar produce of his 
own industry, a certain quantity of some one commodity or other, 
such as he imagined few people would be likely to refuse in exchange 
for the produce of their industry.” * Money is thus the product of 
the simultaneous though not concerted action of a great number 
of people, each obeying his personal inclination. The intcivention 
of the public authority is much later, and its object is merely to 
guarantee by means of a design the weight and purity of such coins 
ns are already in circulation. 

Take another well-known phenomenon — capital.* With the 

* Wealth of Nations, Book I, chap. 4 ; Canaan, vol. i, p. 24. 

• For a long time cconomiEts were quite content with Smilh'B th'ory o! 
capital. Like other portions of hia work, it readily bcc.ame cla^'ic, and snb- 
Bcqucnt writers simply repented it. To-dny, however, thb snoc- *3 hnrdly teems 
to have been warranted. “ It can scarcely be denied,” writes Canaan, “ that 
Smith left the whole subject of capital in the most uaeatirfactory slate." 
{Theories of Production and Distribution, p. 89.) If thLs remark need* any 
justification we have it in the many discassions which have taken place on this 
subject during the last fifty years, and which are not yet at an end. Some of 
the moat original works of recent years, Bohm-BawerkV ParHirt Throry of 
Capital, for example, are entirely taken up witli tiiis topic. In England. America, 
and Italy the best-known economists, Qinn.an, I'isher, and Pareto, have re.xnt!r 
revived the ancient notions, and the discussions wliich have followed am 
sufficient evidence that Smith had by no means cxliaosted the fubject. 1! 
wo carefully read Book II of the Wealth of Nations, wbi-h is cati.'vly 
devoted to this topic, what do wc find T We have a dietinction crawr. 
between fixed and circulating capital l)orrowed from priclic.;! aSain-, bvl 
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exception of division of labour and the invention of money, Smith 
t hought there no phenomenon of p-eater importance andli^ 
more essential fount of national wealth than capital . The larger 
•the store of capital, the greater the number of productive workers, 
makers of tools and machinery— the essentials of increased produc- 
tivity — the further will division of labour extend. To infcrease a 
nation’s capital is to expand its industry and to further its well - 
beii^ In some passages the growth of wealth appears not merely 
as the chief but as the only method of augmenting a nation’s wealth. 

” The industry of the society can augment only in proportion as its 
capital augments, and its capital can augment only in proportion to 
what can be gradually saved out of its revenue.” * In short, capital 
limits industry ,^ a phr^e that was destined to become classic, and 
one that was repeated by every, economist down to Mill. Capital i^tt 
the true source of economic life . Let capital increase ^nd industr^l^P 
wUl expand in every direction ; diminish it and a bar is set to all • 
improvement. Capital fertilises the earth , w hereas the labour of 
man simpl}’’ leaves it a weary waste . 

Criticism has been freely levelled at this extravagant importance 
which capital is made to assimae. It is certainly somewhat curious 
that labour should now be treated as altogether subordinate to 
capital, whereas earlier in the volmne labour alone was regarded as 
the great wealth-producing agent. But we are not here concerned 

possessing no great scientific value; the very doubtful identific<ition 'of 
national capital with the sum of private capitals ; a very unsatisfactory 
attempt a' differentiating - between the notions of capital and revenue ; 
the afifirmation that saving involves consumption, a paradox repeated cd 
nauseam down to the days 'of Mill; the commonplace statement that capital 
increases as saving grows; and. finaUy, the -proposition that “capital limits 
industry.” 

> Wealth of Nations, Book II, chap. 3 ; Cannan, vol. i, p. 325. “ The annual 
produce of the land and labour of any nation can be increased in its value by no 
other means, but by increasing either the number of its productive labourers, or 
the productive powers of those labourers who had before been, employed. The 
number of its productive labourers, it is evident, can never be much increased, 
but in consequence of an increase of capital, or of the funds destined for riiain- 
taiaing them. The productive powers o the same number of labourers cannot 
be increased, but in consequence either of some addition and improvement to 
these machines and instmments which facilitate and abridge labour; or of a more 
proper division and distribution of employment. In either case an additional 
capital is almost always required,” 

> Ibid., Book IV. chap. 2 ; vol. i, p. 423. 

» “ The general industry of the society never can exceed what the capita! of 
the Eocietv can employ.” (Ibid., Book IV, chap. 2 ; vol, i, p, 419.) John 
Stuart Mill was the first to employ the formula in its condensed form, “ Industry 
is linnted by capital.” 
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with the revival of these threadbare controversies.* \Yc merely wish 
to note that Smith finds in this ac cumulation of cap ital a mew 
illustration of spontaneity . The saving*ofcapital is not the result of 
any “foresight on the part of society, but is solely due to the simul- 
taneous and concurrent actions of thousands of individuals. These 
individuals, urged on by a desire to better their situ atio n, arc 
spontaneousl y urg c?To~save their earn in gs and~to employ Uiosc 
savings producH^ly . ' 

“ Thfe principle which prompts to save, is the desire of bettering 
our condition, a desire which, though generally calm and dispas- 
sionate, comes with us from the womb, and never leaves us till we go 
into the grave. ... An augmentation of fortune is the means by 
which the greater part of men propose and wish.to better their condi- 
tion. It is the means the most vulgar and the most obvious ; and 
-the most likely way of augmenting their fortune, is to save and 
accumulate some part of what they acquire.” Tliis desire is so 
powerful that even the greatest follies perpetrated by (Slovcrnments 
have never succeeded in annulling its beneficial effects, “ The 
uniform, constant, and uninterrupted effort of every man to belter 
his condition, the principle from which public and national ns well 
as private opulence is originally derived, is frequently powerful 
enough to maintain the natural progress of things toward improve- 
ment, in spite both of the extravagance of government, and of the 
greatest errors of administration. Like the unknown principle of 
animal life, it frequently restores health and vigour to I iic constitution, 
in spite, not only of the disease, but of the absurd prescriptions of 
the doctor.” * 

But the idea of spontaneity of ccoDoiiiie inst i tutions fiiidsjti 
most interesting illustration in the theory of dema nd jtnd,s,uppbj. 
upoiTwlucirwe must dwell a little-^ 

' Irr*'a“socicty base3 upon division of labour, where everyone 

* Wc have spoken of the controver-sios as thrcoelbare, for every cconoiaij*. 
is by this time persuaded th.at. assuming the necessity for tlie co-oiK-ration of 
capital, land, and Jabou in production, it is quite clear tliat the amount of produtr- 
raised must depend upon the amount of each of ther.e factors employed, and not 
upon the amount of any one of them. , . 

Smith had anticipated the arguments advanced by fucti lo.iv'is!^ 
Bodbertus and Lafsallo, wlio regard saving rather than labour ns the .-ource of 
capital. “Pnreimony, and not industry, is the immediate cans? o’ the i.ucrer..*e 
of capital. Industry, indewl, provides the subjecl wiiich pan-imony aoeumulsJ-- 
But whatever industry might acquire, if parsimony did not rave and fior-' up. 
the capital would never be the greater.” (11 eaft/i oj Actioas, Book II, chap. 3; 
Cann.'in, vol. i, p. .320.) 
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produces for a market without any previous arrangement with hi« 
fellow producers and without any external direction, the great diffi- 
culty lies in adapting the amount of goods supplied to the amount 
demanded. How, as a matter of fact, are these producers to know 
at any particular moment what they ought to produce and in what 
quantities ? Moreover, who is to direct and who can restrain 
them ? It is true that Smith was careful to point out that they are 
not concerned with the satisfaction of all needs, of whatever kind 
they may be. Their duty lies towards what he calls the “ effectual,” 
not the “absolute,” demand. ^By effectual demand we are to imder - 
. s tand the demand of those who _a re capable of offering not merely, 
s ^n^et hing in exchange for the products which the y desi re, but of~ 
offering at least enough to cover the expenses of raising those 
product^ Society founded upon division of labour and exchange” 
implies that nothing can be gratuitous and every loss involves a 
sacrifice on the part of some person or other.^ But if production is 
carried oh in' this haphazard fashion how are we to avoid an 
oc^sional over-production or an accidental under-supply ? 

Before we can understand this we must acquaint ourselves with 
Adam Smith’s theory of prices. 

In the preceding chapter we had occasion to note how CondiUac . 
put forward a theory of value which was altogether superior 
to the Physiocrats’. Smith’s book, also published in 1776, betrays 
I the least sign of Condillac’s influence, and the new theory never 

^ * Wealth of Nations, Book I, chap. 7 ; Carman, voL i, p. 68. “ The market 

price of every partionlar commodity is regulated by the proportion between the 
quantity which is actually brought to market, and the demand of those who are 
willing to pay the natural price of the commodity, or the whole value of the rent, 
labour, and profit, which must be paid in order to bring It thither. Such people 
may be called the effectual demanders, and their demand the effectual demand ; 
einoe it may be sufficient to effectuate the bringing of the commodity to market. 

It is dffiterent from the absolute demand. A very poor man may be said in some 
sense to have a demand for a coach and six ; be might like to have it ; but his 
demand is not an effectual demand, as the commodity can never be brought 
to market in order to satisfy it.” 

* For Smith oppression meant the tyranny either of producers or consumers. 
When profits are above the normal rate “ it is a proof that something is either 
bought cheaper or ^sold dearer than it ought to be, and that some particular 
class of citizens L« more or less oppressed either by paying more or by getting 
less than what is suitable to that equality which ought to take place, and which - 
naturally does take place among all the different classes of them.” {Ibid.. 
Book IV, chap. 7, part iff ; voU ii, p. 12S.) 

The correspondence between selling price and the cost of production seemed 
to Smith to be of the very essence of justice. Complete correspondence would 
realise tu* ideal of the juat pnqe. 
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comes up for discussion. The ver>' success ol the U’eaUh ofNaliom 
had eclipsed the fame of the French pliilosopher, and Smith’s thcorj*, 
though quite inferior to Condillac’s, held the field for so many years 
simply because it won the allegiance of the English economists, whose 
influence was paramount throughout the first half of the nineteenth 
century. Its popularity only waned v.-ith the publication of the 
works of Walras, Jevons, and Menger. Its historic interest is further 
enhanced by the fact that it had the singular good fortune to win 
the approval both of the socialists and the Liberal economists. It 
is the fate of writers like Smith, remarkable for wealth of ideas 
rather than for logical presentation, to impel minds along different 
and sometimes even opposite paths. Unfortun ately the theory of 
value is not the onl y one that presentsa somewhat hn7,v outline. 
We cannot here enter into the details ol the theory, but must content 
ourselves with a mere sketch of it. Even this, however, will imme- 
diately enable us to understand its insufficiency, and apprccialc the 
twofold influence which it exercised upon subsequent doctrines. 


Smith opens his 


treatment by emp hasisinc— the-tundamental 
ists between ‘'•value in use ” and “ value in 


d istincti on which exi sts 
^ exchange.” ^ By value in use he means almost * exactly wJjat wc 
xLunderstand by utility, or what other writers call subjective value, 
desirability, or ophelimity. 

Present-day economists when treating of prices — the exchange 
value of things — chiefly rely upon this conception of '* value in use.” 
The explanation of the “ ratio of exchange ” of commodities is based 
upon a previous analysis of their utility for those "Ifho cxchangti. 


* Wealth of NaKonS) Book I, chap. 4 ; Caiman, vol. i, p. 30. The prRsvgc is 
woH known. “ The word ' value,’ it is to be observed, lias two diliercnt meaning, 
and sometimes expresses the utility of eonSo particular object, and rometimeR the 
power of purchasing other goods which the possession of that object conveys. 
The one may bo called ‘ value in use,’ the otlicr * value in exchange.’ Tlie tiling* 
which have the greatest value in use have frequently little or no value in exch.ar.ge; 
and, on the contrary, those which have the greatest value in exchange have fre- 
quently little or no value in use. Notliing is more useful then water : hut it will 
purchase scarce onything ; scarce anything can bo bad in exchange for it. A 
diamond, on the contrary, has scarce any vnlu in u.'e ; but a very great quentilv 
of other goods may frequently be had in cxebnngc for it.” 

• The statement has been qualified because in the pa-ssag'- rtfem-d to Emit!: 
seems to define utility in tbe vulgar sense (i.c. utility as contrasted with curi- 
agrceahlene.ss). This want of cxactne.ss was corrected by Ricartio, and is t!.'' 
subject of a searching criticism by Mill. The following passage from his 

071 Justict may serve to throw some light upon the definition : " There ri 
demand fora thing of little use; it is not a rational object of desire." Smitbeouk: 
not conceive the {wssibility of a demand or even a desire for a commcidity which 
was useless from a rational point cf view. But this i* evidently c great m 'f'.k'- 
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-them. Smith proceeds ia a different fashion. “Value in use” is 
mentioned, but only for the purpose of contrasti ng'it with valueVn 
-exchange.- It is then dismissed tvit^t further considera'Son. I'faT' 
two notions seem to Imve no point of contact. Value in exchange 
was the only one that was of any interest to Smith ; hence there ‘ 
was aU the more reason for denjdng its derivative character.^ 

Thus from the very first the only avenue that might have led to a 
satisfactory solution of this problem of prices was closed . One could 
easily have predicted that this was boimd to land Smith in difficulty ; 
as a matter of fact he is doubly involved,® Two different but equally 
erroneous solutions have been successively adopted by him, but he 
has never actually decided between them. The socialists and 
economists who are to foUowwill be engaged in the same task,, and 



the cl^vage between them will be marked by their adoption of one 
or other of these two theories. 

Smith was led to the study of prices because he wished to know 
something of the constant oscillation which is such a feature of their 
istory. The actual or market price is unstable because of the 
■ble connection between demand and supply ,® or, as he puts it, 
It is adjusted, however, not by any accurate measure, but by 
the higgling and bargaining of the market, according to that sort of 
rough equality which, though not exact, is sufficient for carrjing on 
the business of commcfn life.” * It seemed impossible that their 
perpetual fluctuation should represent the true value of the com- 
modity, Its real value could not vary from this moment to the 
next or from one place to another. Underneath th e c onstantly 
oscillating market price ma y be discCTned another price, referred to 
by Smith as the real or sometimes as the natural -price. The 
discovery of a more stable and a 'more constant element henrath the 
continuffi fluctuations of price movements still constitutes the great 
problem of pure economics.* 


^ The radical Esparation of the two ideas -was perhaps more a matter of 
expreesion than of reasoning, for in his Ltdiiru on Justice, p. 176, value in iise, 
coupled with the purchasing power possessed by those who desired the commodity, 
was regarded as one of the elements which determined the demand for it and 
fixed its market price. The whole discussion of the theory of value by Smith 
is very unsatiriactory. 

* We ought perhaps to have said that he hod to choose between three possible 
definitions, for in the Lectures on Justice -we find a third definition of “ natural 
price ” (p. 176j. 

- > Wealth oj Nations, Book I, chap. 7 ; Cannan, vol. i, p. 68. 

* Ibid., B^k I, chap. 5 ; vol. i, p. 33. 

‘ Pareto in Ms recent article U Economic el la Soddogie au point de tve scienli- 
figue (Bivista di Scienso, 1907, No. 2) expresses himself as follows i " Underoeath 
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Smith’s first theory makes the true value of nny rommnfTi^ 
depend upon the amount of labour or effort it has taken t ojpmd ucc^ 
“ Labour, therefore, is the real measure of the excimnccnble value 


1 


of all commodities.” "The real price of every thing, Trhat every thing 
really costs to the man who wants to acquire it, is the toil and trouble 
of acquiring it.” * Labour— that is, the effort expended upon the 
production of a commodity — ^is both the ori gin and the measure of 
its exchange value . The theory that labour er effort is the cause 
of value (if value can be said to have a cause) svas first f orm\ilnt ed 
by~tK(rTather of political economy himself.i It is curious to think 


’S 

that it was this same theory that was used with such good eliect by 
ICarl Marx in his attack upon capitalism. 

This first attempt to find a firmer foundation for exchange value 
t han that afforded by the shifting sands of demand and supply was 
scarcely m^e-before Smith became aware of some difficui tics in tTie~ 
path. For example, h ow was , this wo rk and the depend^ t 

upon it to be me asured ? “ There may be more labou r in an hour’s 
harclwork than in two hours* easy business ; or in arTTiour s npphca~ 
tion to a trade which it cost ten years’ labour to learn, than in a 
month’s industry at an ord in ary and obuous employment.) But it 
is not easy to find any accurate measure either of hardship or 
ingenuity.” * A second objection arises when the theory is applied 
to civilized society. Work by itself cannot produce nn3'thing; 
liii 


by both land and capital. But 

neither of these is a free good, and they must cost something to those 
who employ them. Accordingly primitive societies * are the only 
ones where “ the quantity of labour commonly employed in acquiring 
or producing any commodity is the only circumstance determining 
its value.” We must nowadays take some account of land .and 


ttie aotnnl pricca quoted on tbo exchanges, prices varying according !o (he eri- 
gencics oftimo and place and dopendentnpon an Infinite nnmbcrof circumctan'-f-i, 
is there nothing which has any constancy or is in any degree Icm variable t 
This is tho problem that political economy must solve.” 

‘ Wealth of Nationji, Book I, chap. 6 ; Cannan, vol. 1, p. 32. In tLb pas'»,-,pe 
Smith seems to imply that the valno of an object is determined, not by tbe oirount 
of labour which it cost to produce It, but by tho amount of labour which can 
bought in exchange for it. Fundamentally the (wo ide.as arc one. for objocts of 
equal value only can bo exchanged, so that the amount of Ia!>our anyon- c.an 
buy with any given object is equal to tbe amount of labour winch that ohjf-ct 
cost to produce. “ Goods,” says Smith. " contain the value of a certain quantity 
of labour, which wo cxcliango for what is supposed at the time to contain th* 
value of an equal quantity.” 

’ Ihid., Book 1, chap. 5 ; vol. i, p. 33. 

• Jhid., Book I, chap. 6 ; vol. i, p. CO. 
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^capital. So that labour is not the only source of value, nor ?* it 
its sole measur e^ ~ ~ — 

Another hypothesis becomes necessary forthwith- This time cost 
jo f production is hit upon as the likelv-jepulator of vahie. ffithSo~ 
the “ real ” price has signified jfch£j mce that is based irp on 1«>v.nr 
Now the “ natural ” price is defined as the price of goods valued at 


them cosh of production. The change of name is not of any great 
significance. What Smith was in search of on both occasions was 
that true value which always kept in hiding behind the fluctuations 
of market prices. It is the same problem,' but with a new solution. 
Just now we were informed that if a commodity sold at a price 
representing the labour which it cost to produce, that price would 
also represent its real cost. ^Stdmo >less assurance we are now told 
that a co mmodity sol d at cost of pr ^uction “ is then sold preciselv 
for what it is worth, or for what it really costs the per8on~^o brings 


it to market.” ^ 


producti^ By' this we are to understand a sum sufficient to pay 
at normal rates the wages of labour, the interest ^^pital, and the 
rent of land, all of which have collaborated in the production of 
the particular commodity. — • 

Smith, having discarded labour,fiiids a new determinant of value 


in cost of production, and if socialists rallied to his first hypothesis 
^the great majority of economists right up to Jevons have clung to 
his second. As for Smith himself, he never had the courage to 
choose between them. They remain juxtaposed in the Wealth of 
Nations because he never made up his mind which to adopt. As a 
result his work is full of contradictions which it would be futile to 
try to reconcile. For example, l and and capitalJ i uone place are 
regarded as somrces of new values, adding to and increasing the value 
which labour CTcaJes, a nd producing normally an element of_profi t 
and rent, which, to gether with the wages of labour, makes up the 
I c^ “of "product ion! In another connection they are tr jeated-as, 
deductions made by cartalists and iandlordifrom the value created 
by labomTaloneJ^ Some writers accordingly argue that Smith must 


* Wtalik of Nations, Book I, chap. 7 ; Oaninn, vol. i, p. 67. 

’ Ibid., chap. 6 ; toL i, p. 51. Here, for example, is a passage in which, 
as Bohm-Bawerk forcibly remarks {Kapital and Kapitalzins, 2nd ed-, 1900, 
p. 84), the two conceptions are found in juxtaposition withont any attempt 
at reconciliation: “In this state of things [where labour and capital have 
already been appropriated] the whole produce of lalwurdoes not always belong 
to the'labonrcr. He must in most caste sliare it with the owner of the stock 
which emploj-s him. Neither is the quantity of labour commonly e.-uployed 
in acquiring or producing any commodity, the only circumstance which can 
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On the -whole the cost ol production theory 


prevailed, and the natural price of commodities is take n to mean 
that price which coincides with their cost of production./ As to 
market price, he makes the remark that it is higher or lower thaiTtFe 


neural price according os the quantity offered diminishes or increases 


as compared -with the quantity demanded.’ 


Such is Smith’s theory of prices. Tlie element of truth -which it 
contains, namely, that the prices of goods tend to coincide with their 
cost of production (the remark is not originally Smith’s at all), must 
not blind us to its many faults. It is open to at least two very 
serious objections. 

An attempt is made to ex plain t! ic_price-ot-goods-by. referring 
wa^es, interest, and rent) which mak e_up 
the..cost.jof jproduction. When the cost of those services comes up 


tion It IS assume 


price of the goods. Wages, for example, are determined by the 


selling price of the commodities wtiich labour has produced. Escape 


ffbm-the -vicious circle is only possible by availing ourselves of the 


Kigulate tho quantity -vrliloh it ought commonly to purohaBc, command, or 
exchange for. An additional quantity, it is evident, must bo duo for the profita 
of tho stock whioh advanced tho wages and furnished tho materials of that 
labour.” At tho beginning of tho passage the -workman shared tho produoo 
of his labour and profits constituted a deduction from tbo value created by labour 
alono ; at tho end of tho paragraph profits issue from a supplomentary value which 
is an addition to tho value already given It by labour. Other passages where tho 
two ooncoptions come into contact are also cited by Bohm-Bawerk. Interest 
and rent are also occasionally taken as evidence that tho workman is being 
exploited, and this entitles Smith to bo regarded as the father of socialism. More 
than one passage in his work seems to point to this conclnsion. “ In other 
countries, rent and profit oat np wages, and tho two superior orders of people 
oppress tho inferior one.” (Book IV, chap. 7, part ii ; vol. ii, p. 67.) Con- 
cerning property ho writes j “ Civil government, so far as it is instituted for the 
security of property, is in reality instituted for tho defence of tho rich against the 
poor, or of those who have some property against those who have none at all." 
(Book V, chap. 1, part ii ; vol. ii, p. 207.) And finally thoio is tho famous passage 
from the sixth chapter; “ As soon as tho land of any country has all become 
private property, tho londlords, like oil other men, love to reap where they never 
sowed, and demand a rent even for ite natural produce. ... He [tho workman] 
must then pay for tho iiccnco to gather them ; and must give up to tho landlord 
a portion of what his labour either collects or produces. This portion, or, what 
comes to tho same thing, tho price of this portion, constitutes the rent of land, 
and in tho price of tho greater part of commodities makes a third component 
part.” (Book I, chap. 6 ; vol. i, p. 61.) Dr, Cannan in his HtXory o/f?ie T/ieoriM 
of Prodvction and DislribuUcm goes the length of .declaring that the theory of 
spoliation is tho only one in Smith’s work. It is to Smith that we owe that idea 
•o frequently expressed by socialists, namely, that tbo workman in modem society 
never really obtains the produoo of his toil 
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modem theory of economic equilibrium. That theory shows us 
how prices generally, whether of goods or of services, are inter- 
dependent ; all being determined simultaneously— like the unknown 
in an algebraical formula— just when the exchange is taking place. 
But this theory of economic equilibrium was, of course, unknown to 
SigiJjh. 

Cost of production being the recmiatnr nf price , it is very 
important that an analysis of cost of production and a study of the 
causes which determine the rates of wages, profit, and rent should be 
made. One might have expected that this study, would have cleared 
away any obscurity that still clung to the theory of prices. But 
this-analysis is one of the least satisfactory portions of S mith’s work. 
We have already had occasion to-g ote Ihc mi satisfacto^ clmactei 
of his theory of rent. That of profits — ^which Smith fails to dis- 
tinguish from interest — is equally useless ; ^ and his theory of wages^ 
is hopelessly inconsistent. He hesitates, between the subsistence 
theory o f wages and the other Tr.nVpg tliprn dfpf^ 

" upon the relati ons between demand and supply, without ever m aldng 

afinaTSiDice r 

We cannot agree with Say in considering Smith’s theory of 
distribution one of his best claims to fame. EGs treatment of this 
problem, which afterwards became the kernel of Ricardian economics, 
is altogether inferior to his handling of production. We also know 
tlmt this is the least original part of his work. It was simply added 
as a kind of afterthought, the original intention being to_deal 
only with production. This becomes evident if we compare the 
Wealth of Nations with the Glasgow course of 1763, the whole of 
which is devoted to production. The addition of a theory of 
distribution to the original skeleton was probably due to the 
Physiocrats, with whom in the meantime he had become acquainted ; 
and the hesitations and uncertainties which mar this part of the 
work merdy go to prove that Smith had not thought it out as ' 
clearly as the other sections. ^ 

y The subject cannot be pursued here. We can only point to .the 
inference which Smith draws from his theory of value, and how it is 
made to support the contention that demand adapts itself sppn- 
taneously to the conditions of supply. This is how Smith explains 
the continual os cillation of prices : “ When the quantity' brought to 
■market exceeds the effectual demand, it cannot be all sold to those 
who are willing to pay the whole value of the rent, wages and profit, 
which must be paid in order to bring it thither. Some part must Ik 

‘ Cf. tvpra, p. 64, note 2, 


/ 


j The Natuealism and Optijiism of Smith 81 
/ sold to those who are willing to pay less, and the low price which \ 
they give for it must reduce the price of the wliole. The market 
price will sink more or less below the natural price according as the 
greatness of the excess increases more or less the competition of the 
sellers, or according as it happens to be more or less imjKirtant to 
them to get immediately rid of the commodity.” The reverse wil^ 
happen when demand exceeds supply. “ When the quantity brought 
£o market is just suUicient to supply the effectual demand and no 
more, the market price naturally comes to be either exactly, or ns 
nearly as can be judged of, the same with the natural price. The 
whole quantity upon hand can be disposed of for this price, and 
cannot be disposed of for more. The competition of the different 
dealers obliges them all to accept of this price, but docs not oblige 
them to accept of less.” Thus “the quantity of eve ry comniodity 
brought to market naturally suits itsel f to the effectuai demand.’*^ 

And this very remarkable result is simply the outcome of personal 
interest. “ If at any time it exceeds the effectual demand, some of 
the component parts of its price must be paid below their natural 
rate. If it is rent, the interest of the landlords will immcdi.alcly 
prompt them to withdraw a part of their land ; and if it is wages or 
profit, the interest of the labourers in the one case, and of their 
employers in the other, will prompt them to witlulr.aw a part of 
their labour or stock from this employment. The quantity brought to 
market will soon be no more than sufTicicnt to sup ply thc_&tfccluaL 
demand. All the diTfercnt parts oTits price will rise to their natural 
rate, and the whole price to the natural price.” 

And ^Q^Jn-the-niajo rity of cases at least, this n aturaLand spor^ 
taneous mechanism secures a constant b alanc ing of the quanlilies of 
goo ds produ ced and the gutTutiliS^ cff ^tivcly dem aiiidcd. The 
circumstances under whicH” such a result docs not follow arc rc.ally 
quite exceptional — although Smith does not deny that .sometimes 
they do exist. Whenever such conditions obtnin — that is, when the 
market price remains for a considerable length of time nlxivc the 
natural price — ^wefmd that it is always due to the capitalists’ net ion 
in concealing the high rate of profits which they draw, or in retaining 
possession of some patent or natural monopoly, such ns wine of a 
special quality. It occa'^ionnlly happens also os the result of nn 
.artificial monopoly.* Out these arc mere exceptions, their rare 

' Wealth 0 / Nation-^, Book I. clmp. 7 ; Canaan, vol. i, p. T)!}. 

* Smith only gives at most seven or eight lines to monojoly price. f{t 
eimply stales that “ the price of monopoly is uj>on every occasion the h!f;h':r!t 
which can bo got.’* {Ibid., Book I, chap, t ; vol. i, p. Cil.) To-d.ay the ineery 
of monopoly prices is one of the most important in the whole of coonomk". 
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occorrence confirming the fundamental rule concerning the spon- 
taneous adaptation of the quantity offered to the quantitj^ demanded, 
thanks to this oscillation of the market price about the naturah 

This theory of adaptation, yre know, is one of the most important 
in the whole of political economy. Since Smith wrote it has been 
reproduced by almost every economist, and without any very 
substantial alteration. It remains even to this day the basis of our 
theory of production. 

It is interesting to note the manner in which Smith makes use of 
his theory to illustrate his thesis. We shall refer totwo cases which 
are intrinsically important as well as affording admirable illustrations 
of that spontaneity upon which Smith laid such stress. 

The first con cerns populatio n. Population, like commodities, 
may be superabundant orit may be insufficient. What regulates its 
numbers ? “.The number of people,” Smith replies, “ depends upon 
the demand of society, and this is how it works. Among the 
proletariat, generally speaking, children are plentiful enough. It is 
only when wages are very low that poverty and misery cause the 
death of many of them ; but when wages are fairly high several of 
them manage to reach maturity.” “ It deserves to be remarked, 
too,” he continues, “ that it necessarily does this as nearly as 
possible in the proportion which the demand for labour requires. If 
this demand is continually increasing, the reward of labom must 
necessarily encourage in such a manner the marriage and rriultiplica- 
tion of labourers as may enable them to supply that continually 
increasing demand by a continually increasing popxilation. If the 
reward should at any time be less than what was requisite for this 
purpose, the deficiency of hands would soon raise it ; and if it should 
at any time be more, their excessive multiplication would soon lower 
it to this necessary rate. The market would be so much under-stocked 
with labour in the one case, and so much over-stocked in the other, as 
would soon force back its price to that proper rate which the circum- 
stances of the sodety required. It is in this manner that the demand 
for men, like that for any other commodity, necessarily regulates the 
production of men ; quickens it when it goes bn too slowly, and 
stops it when it advances too fast.” ^ 

. The second case relates to the demand for mo ney and its sup ply. 
We have already seen how the problem of its origin is solved. 
Alongside of that problem is now placed another, namely, how 
is the quantity in drculation regulated to meet rihe requirements 
of exchange ? Smith’s first task was to' expose the popular fallacy 

> Wealth ofWedions, BookI, ebap. S; Qknnatu toL i, pp. 81S2, 
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concerning this topic.* According to one school of thinkers, money 
was wealth par excellence, and it was all the more important that he 
should get rid of this view seeing that it constituted the very 
. foundation of the Mercantile theory, the overthrow of which was the 
immediate object in publishing the Wealth of Nations. The Jlcrcan- 
tilists contended that a coimtry should export more than it imports, 
receiving the balance in money. If it can be proved that this balance 
is useless because money is a mere commodity possessing no greater 
and no less utility than any other, then the Mercantilist foundation 
is completely destroyed. Smith thought that money was less 
indispensable than some other goods, seeing that we are anxious to 
pass it on as pften as we can. The disdain with which Smith 
regarded money was the result of a reaction against Mercantilism, 

. and it led some of his followers to over-emphasise his point of view 
and to misconceive the special character of monetary phenomena. 
I A nation’s true wealth “ consists,” Smith tells us, “ not in its gold 
and silver only, but in its lands, houses, and consumable goods of 
all different kinds.” * ” It is the annual produce of the land and 
labour of the society.” * Hence in evaluating a country’s net revenue 
we must omit money because it is not consumed. It only ser^'cs 
as an instrument for the circulation of wealth and for the measure* 
ment of value. It is the ” great wheel of circulation.” * In \'irtue 
of this title, although Smith himself classed money along with circu- 
lating capital, he remarks that it might be likened to the fixed 
capital of an industry, to machinery or workshops. The greater the 
economy in the use of fixed capital, provided there is no diminution 
in production, the better, for the larger will be the net product. 

* “ That wealth consists in money, or in gold and silver, is a popular notion 
which naturally arises from tho double function of money, es the instrument of 
commerce, and as tho measure of value.” {WaiUh of Net ions, Book IV, chap. 1 j 
Cannan, vol. i, p. .300.) Tho whole chapter is on attempt to get rid oi this 
prejudice. 

* Ibi:!., Book IV, chap, 1 ; vol. i, p. 416 ; also Book II, chap. 2 ; vol. i, 

p. 274. " Though the weekly or yearly revenue oi all the dilTcrcnt inhr.hifan'.g 

of any country, in tho same manner, may be, and in reality frequently is, paid to 
them in money, their real riches, however, the real weekly or yc-srly revenue of 
all of them taken together, must olwayn be great or email in proportion to th.e 
quantity of coDBumnhlo goods which they can all of them purchare with thi« 
money. Tho whole revenue of all of them taken together is evidently not equai 
to both tho money and the consumable goods ; hut only to one or other of tho«r 
two values, to tho latter more properly than to the former.” 

* Wo meet mth tliis erprc.ssion several times : in Book I, chop. 11, p-.rt iii 
(vol. i, pp. 4 and 240), and in Book II, chap. 3 (vol. i, pp. 315, 32.3). 

* An expre.s.sion that is met with three iime^ — in chap. 2 of Ih^ok 11 tvei. t, 
pp. 272, 276, 270), 
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This is equally true of money — ^a necessary but a very costly instru- 
ment of social production. " Every saving in the expence of coUect- 
ing and supporting that part of the circulating capital which consists 
in money is an improvement of exactly the same kind ” i as that 
which reduces the feed capita! of industry.^ 

This is why bank«notes — ^the circulation of which diminishes the 
quantity of money needed — ^have proved such a precious invention. 
What they do is to set free a certain quantity of gold and silver which 
ma 3 ’’ be sent abroad to paj’’ for machinerj* and other instruments of 
production, and which will in turn increase the true revenue of the 
country. Smith’s parable in which he illustrates these advantages, 
has long since become classic: “The gold and silver money which 
circulates in any country may very properly be compared to a high- 
way, wliich, while it circulates and carries to market all the grass 
and com of the country, produces itself not a single pDe of either. 
The judicious operations of banking, by providing, if I may" be 
allowed’ so violent a metaphor, a sort of waggon-way through the 
air j enable the coimtiy to convert, as it were, a great part of its 
highways into good pastures and cornfields, and thereby' to increase 
very considerably the annual produce of its land and labour.” ® 

The conclusion is that every poh'cy — ^the Mercantilist, for example 
— ^which aims at increasing the quantity of money within the country, 
whether by direct or indirect methods, is absurd, for money', far 
from being indispensable, is really an encumbrance. 

It is not only absurd, but also useless. Have we not seen already 
that money' is a mere commodity designed to facilitate circulation . 
and that the demand for it is entirely determined by that object ? 
But the supply' of any commodity usually adapts itself spontaneously 
to the demand for it. No one concerns himself with supplying the • 
nation with wine or with crockery. \Miy' trouble about money 1 * 
If the quantity of goods diminishes, exchange slackens and a part 
of the money becomes useless. But “ the interest of whoever 
possesses it requires that it should be employed,” ‘ Accordingly 

» JTcalih of Nations, Book 11, chap. 2 ; Cannon, vol. i, p. 275. 

* All these questions so obscurely treated in Smith’s work are handled with 
admirable lucidity in Irving Fisher’e Natare, of Capital and Income (New York, 
1907). Revenue is entirely stripped of that material suggestion which, was 
always associated with it in Smith’s work, and is looked npon as a continual flow 
of services, whilst capital as a whole is rt^rded as total wealth existing at ons 
particular moment and from which these services flow out. 

> Wcalfk of Nations. Book H. chap. 2 ; C.aiinan, vol. i, p. SOi. 

* Ibid^ Book IT, chap. 1 ; vol. i, pp 402, 400. 

^ Ihid.. Book n. chap. 3 ; vol. i, p. 32i 
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“ it will, in spite of all laws and prohibitions, be sent abroad, and 
employed m purchasing consumable goods which maj’ be of some 
use at home.” 

On the other hand, as the prosperity of a nation grows it neces- 
sarily attracts the precious metals because a multiplication of 
exchanges leads to a growing demand for money. These exporta- 
tions and importations will depend, as Hume ’ had already shown, 
upon the relative cheapness or dearness of money. What is true 
of metallic money is also true of a special kind of money known 
as bank-notes. Smith has given us a \dvid description of the functions 
of banks, and especially of the fortunes of the most famous bank of 
this period, the Bank of Amsterdam. Tliis afforded him anotlicr 
opportunity of demonstrating how the quantity of notes offered 
spontaneously adapts itself to the quantity demanded. If banks 
issue more notes than the circulation warrants prices will rise. Buy- 
ing from foreign eountrics will be resorted to and the notes will be 
returned to the banks to be exchanged for gold and silver — the only 
international money. The banks clearly have no interest in issuing 
too many notes, because it involves a greater metallic reserve us 
the result of the more frequent demands for pajunent which they 
will have to face. Of course, “ every particular banlung company 
has not always understood or attended to its own particular interest, 
and the circulation has frequently been overstocked with paper 
money.” * But this docs not affect the main principle, and we have 
one further proof of the spontaneous activity of the economic 
mechanism, 

Wc have now reviewed some of Smith’s principal themes, and we 
have seen how every phenomenon impresses him in the same fashion. 
Had space permitted we might have cited other examples all pointing 
to the same conclusion.* This conception of spontaneity and wise 
beneficence is by no means the product of mcrco priori thinking. It 
was no abstract theory that needed the backing of a rigid dcmonsl ra- 
tion, It was a belief gradnany borne in upon him in the course of 

’ Ilunic’s treatment of the quantity llicory of money in hb e^ays on .t'onry 
and The Balance, of Trade b much ctenm than Sinitii’E-. 

• Wealth of Nalione, Book II, chap. 2 ; Cannon, vol. i, p. 2^.'. 

• For instance, a higti rate of exchange immediately rc.adjiiMf ttie C5mtr! rrb.i 
indehtednefis of nations, [thid.. Book IV, cimp. 1 ; vol. i, p. ■ttX).) I.!,-;-.’ i» re 
he points out that the advantages enjoyed by Europe from the iKr:,'.,-. ion of 
colonics were not exactly sought by her. The search (or colonir?, thrir di oovery 
and exploitation, all this was undert.ikcn without any prceonecired p!\n. .'.rd 
in spito of the dhastrouB regulation-s imposed by European Govcrn!ncn!<'. (/ifi. 
Book rV, ebap. 7, part ii ; vol. ii, pp. VI, 01.) 
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his review of the economic , field. This is characteristic' of all his 
thought, and- with every new vista we are reminded of it Ths 
conclusion is hinted at again and-a^in, and the impression left upon 
the reader’s mind is that ho other conclusion could ever be possible. 
Smith thought of the economic order as an organism — ^the creation 
of a thousand human wills unconscious of the end whither they are 
tending, but all of them obedient to the impulse of one instinctive, 
powerful force. This force, the -root of all economic activity, its 
constancy and uniformity triumphant over every artificial obstacle 
and giving umty-to the whole system, what is it ? 

We have already encountoed it on more than one occasion. It 
is personal interest, or, as Smith prefers to call it, “ the natural effort 
of every individual to better his own condition.” ^ Hidden deep in 
the heart of every individual lies this essential spring of human hfe 
and social progress. . 

Doubtless it is not the only one. Sriiith is never exclusive. He 
knew that there were other passions * besides self-interest, and he is 
not afraid of naming them, as .when he attributes: an economic 
revolution which had such beneficial effects as the emandpation of 
the rural classes to “the most childish vanity of proprietors.”^ 
Neither did he omit to point out that personal interest is not equally 
strong in the breast of everj’- one, and that there is the greatest 
diversity in huihan motives. All this he had forgotten, according to 
some of- his critics, while others charge him with the creation of the 
homo csconomicus, a poor representation of realitj’’ and a mere auto- 
maton exdusively guided by material interests. Someone has 
remarked that if you add to this figure a tinge of patriotism you have 
a faithful picture of the Englishman and Scotsman of his day. Had 
he been acquainted with Germans or Frenchmen, with their less 
sordid attachment to material gain, he might have judged differently. 
It may be that our reading of him is incorrect. He seems to have 
taken care to note that his remarks do not apply to all, but only 
to the generality of men. He continually recalls the fact that 
he is speaking of men of common understanding, ‘ or of those gifted 

! Wealth of Uciions, Book IV, chap. 6 ; Cannan, vol. i, p. 324 ; Boob n, 
chap. 9 ; Tol. ii, p. 43 ; Book IV, chap. 9 ; vol. ii. p. 172. 

* “ It is thus that the private interests and passions of individuals naturally 
dispose them to turn their stock to-srards the employments which in ordinary 
cases are most advantageous to the society.” The word ” passion ” was not 
inserted fay chMoe. It occurs no less than three times on the same page. 

Book IV, chap. 7, part iii ; voL ii, p. 129.) 

3 Tbld., Book m, chap. 4 ; voL i, pp- 389, 390. 

* Ibid., Book n, chap. 1, in fine ; vol. i, p. 267. 
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with common prudence.* He knew well enough that the principles 
’ I of common prudence do not always govern the conduct of cvtry 
individual, but he was of opinion that they always influenced 
that of the majority of every class and order.’* Ilis reasoning is 
applicable to men en masse, and not to indisnduals in particular. 
’\i Moreover, he does not deny that man may be unacquainted with 
or may even entirely ignore his onm interest. Wc have just quoted 
a passage wherein he remarks that bankers who temporarily issue loo 
.1' many notes are at that moment ignorant of their own interests. 

These reservations notwithstanding, and full account being taken 
II of all the exceptions to the principle as laid dosvn by Smith, it is still 
^ true to say that as a general thesis he considers “ the natural effort 
of every’ individual to better his own condition,” — that is, pcrson.al 
interest — as the fundamental psychological motive in political 
economy. Any reference to the case bf business men who arc really 
actuated by a desire to take general, wclf^e as their guide in matters 
of conduct is treated with a measure of scepticism which it is difiicnlt 
not to share. “ I have never known much good done by those who 
affected to trade for the public good. It is an affectation, indeed, 
not very common among merchants, and . very, few words need be 
employed in dissuading them from it.” * Not that sentiment docs 
not play a part, and a very important part, in the philosophy of 
Smith ; but sentiment, or sympathy,- as he calls it, has the domain 
of morality for its osvn, while interest dominates that of economics. 
All his thinking led him to a firm belief in a spontaneous economic 
order founded and guided by self-interest. 

Comparison with the Physiocratic doctrine concerning the 
natural and essential order of societies is illuminating. To the 
Physiocrats the “ natural order ” implied a system — an ideal. It 
required a genius to discover it, and onlj' an enlightened despotism 
could realise it. For Smith the ” spontaneous order " was a fact. 
It was not a thing to be brought into being. It already existed. It 
was doubtless held in check by a hundred imperfeotion.s, including, 
among others," the stupidity of human legislation.* But it was 
triumphant over them all. Beneath the artificial con.stitution of 
society lay the natural constitution which completely dominated it. 

' VTealih of Nations, Book II, chap. 4, beginning of chapter ; Canaan, vol. i, 
p. 332. 

• Ibid., Book H, chap. 2 ; vol. 5, p. 278. 

» Ibid., Book IV, chap. 2 ; vol. i. p. 421. After having jcft raid t “ Bj 
pursuing hb own interest, ho frequently promotcfi that of the society n'.OT«‘ 
effeoUially than when he roally intends to ptomole in” 

* Ibid., Book IV, chap. 5 ; vol. ii, p. 13. 
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This natural constitution, which for the Physiocrats was nothing 
more than an ideal, Smith discovered in actual operation, and he was 
able to describe its Ttiodus opefatidl. Politick economy, which with 
Quesnay was nothing better than a system of rules and regulations, 
became in Smith’s hands a natural science based upon the observation 
and analysis of esasting facts. In a passage written in his usual 
lucid style Smith shows the superiority of his system over that of the 
Physiocrats. “ Some speculative physicians seem to have imagined 
that the health of the human body could be preserved only by a 
certain precise regimen of diet and exercise, of which every, the 
smallest, violation necessarily occasioned some degree of disease or 
disorder proportioned to the degree of the violation. . . . Mr. 
Quesnai, who was himself a physician, and a very speculative phy- 
sician, seems to have entertained a notion of the same Wnd concerning 
the political body, and to have imagined that it would thrive and 
prosper only imder a certain precise regimen, the exact regimen of 
perfect liberty and perfect justice. He seems not to have considered 
that in the political body, the natural effort which every man is 
continually making to better his own condition, is a ’principle of 
preservation capable of preventing and correcting, in many respects, 
the bad effects of a political oeconomy in some degree both partial 
and oppressive. Such a political ceconomy, though it no doubt retards 
more or less, is not always capable of stopping altogether the natural 
progress of a nation towards wealth and prosperity, and still less of 
malring it go backwards. If a nation could not prosper without the 
enjoyment of perfect liberty and perfect justice, there is not in the 
world a nation which could ever have prospered. In the political 
body, however, the wisdom of nature has fortunately made ample 
provision for remedying many of the bad effects of the folly and 
injustice of man ; in the same manner as it has done in the natural 
body, for remedying those of bis sloth and intemperance.” ^ 

This passage leads us to his second thesis, namely, the excellence 
of these economic institutions. As we have already remarked, these 
two ideas of spontaneity and excellence, though confused by Smith, 
ought to be treated apart. His ' naturalism and optimism are 
inseparable, and both of them find expression in the same paragraph. 
The passage just quoted affords a proof of this. Personal interest 
not only creates and maintains the economic organism, but at the 
same time ensures a nation’s progress towards wealth and prosperity. 
The institutions are not onl 3 ’' natural, but are also benefioial. They 
interest him not merely as objects of scientific curiosity, but also as 
* Wealth ef Naiione, Book IV, chap. 9 ; Cannan, vol. ii. p. 172. , 
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the instruments of public weal. Herein lies their chief attraction 
for him, for political economy to him was more of a practical art 
than a science.* 

But this is hardly emphatic enough. Natural economic insti- 
tutions are not merely good : they are providential. Diedne Pro- 
vidence has endowed man with a desire to better his condition, 
whence arises the “ natural ” social organism : so that man, following 
where this desire leads, is. really accomplishing the beneficent designs 
of God Himself. By pursuing his own interest, man “ is in this as 
in many other cases ” (he is writing now of the cmploj-mcnt of 
capital) "led by an invi.sible hand to promote an end which was no 
part of his intention.’* * The Physiocrats could hardly have improved 
upon that. 

We can scarcely share in his optimism to-day. But it has played 
too prominent a role in the history of ideas not to detain us for a 
moment. We must examine the argumcnts’upon which it is b.ascd 
and endeavour to grasp their import. 

Let us note, in the first place, that every example hitherto deduced 
with a view to proving the spontaneity of economic institutions at 
the same time furnishes a demonstration of the beneficial effects of 
personal interest. Owing to a coincidence by no means fortuitous 
every institution mentioned by Smith as owing its existence to the 
prevalence of action of this kind is at the same time favourable to 
economic progress. Division of labour, the invention of money, and 
the accumulation of capital arc so many natural social facts that 
also increase wealth. The adaptation of demand and supply, the 
distribution of money according to the need for a circidating medium, 
the growth of population according to the demand for it. arc so 
many spontaneous phenomena which ensure the cfilcicnt working of 
economic society. A perusal of Smith’s work leaves us with the 
impression that these spontaneous institutions must also be the 
best. 

The general proof of this thesis is scattered throughotit the 
whole book. , But there was one point especially upon which Smith 
was very anxious to show complete accord between public and 
private interest. This was in connection with the investment of 
capital. In his opinion capital spontaneously seeks, and n.s spon- 

* " TLo great object of the iK)!itic.-vl ceconoiny of every coanfry. b to i.aca 
tho riohea and power of that country." (Wtalih oj Knltont, I>col: 11, tbr.p f* ; 
Cannan, vol. I, p. 361.) The expression “ the political economy of every wuni ry.’ 
■which Smith frequently employed, might be used in an-stver to writers rwca it 
Kniea, who apeak of the Universalism or Intcmatiomium of Smith. 

* Ibid., Book 17, chap. 1 ; to!. I, p. ■♦21. 
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taneously finds, the most favourable field for investment — most 
'P/ favourable, that is to say, to the interest of society in general. This 
proof at first sight seems to apply only to one special fact, but 
it really has a more general import. We know the great str^s 
which Smith laid upon capital. Division of labour depends upon 
it, and so does the abundance or scarcity of produce. It determines 
the quantity of work and fixes the limit of population. _ To show 
that the inve^ment of capital conforms to. the general interest is to 
show that all production is organised in the manner most favourable 
^ to national prosperity. 

Smith distinguishes between four methods of investing capital ; 
in agriculture, in industry, in the wholesale and in the retail trades. 
Wholesale industry is further divided into three classes : domestic 
trade; foreign trade, furnishing the nation with foreign products; 
and the carrying trade which transports those goods from one country 
to another. Smith maintained that the order in which these various 
forms of activitj’’ were mentioned was also the order of their utility, 
agriculture being the most advantageous, industry the second 
best, etc. 

He also proposes two criteria for testing this hierarchy ; (1) the 
quantity of productive labour put into operation by means of the 
capital employed by each; (2) the amount of exchange value 
annually added to the revenue by each of these employments. As 
we pass from agriculture to the other branches, the quantity of 
productive labour brought into operation and the amount of exchange 
value obtained gradually decreases, and with this decrease goes a 
diminishing utility for the country. Smith thought that a nation 
ought to employ its capital in the way he had suggested. It ought 
to give the preference to agriculture, and engage in the other 
branches only as the accumulation of capital permitted. 

But this is precisely what the capitalists would do were they 
entirely free. Every one of them, in fact, is interested in keeping 
his capital as near home as possible, with a \iew to better super- 
vision. Only as a last resource does he venture to engage in foreign 
commerce. Again, even among the industries carried on in his owm 
country every capitalist will preferably choose that which will result 
in the production of the greatest exchange value, seeing that his profit 
varies with the amount of this exchange yalue. His investments 
mil accordingly be made'^in the order mentioned, an order which 
rouglily corresponds to the greater or lesser quantity of exchange 
values produced by each industry. And finally, when contemplating 
investment in foreign trade he will for the same reason follow the 
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order specilied above— the order of greatest general utility. Thus the 
double desire of keeping one’s capital within one’s reach and of 
finding for it the most lucrative field of investment leads every 
capitalist to employ his capital in the fashion which is most advan- 
tageous for the nation. Such is the argument, whatever its value. 

Even if v/e adopted his criteria it is obvious that his classification 
is altogether too arbitrary. How, for exariiple, can we justify the 
statement that an industrial enterprise or the carrying trade employs 
less capital than agriculture ? The exact contrary would be nearer 
the truth, and agriculture ought to be given a much more modest 
position. Moreover, the conception of sucli a hierarchy does not 
accord very well wth the theory of division of labour, which seeks 
i,o put the various forms of human actiNoty more nearly on an 
equality. 

As a matter of fact we cannot even accept a criterion which takes 
the amount of cxcluinge values furnished by an industry as the test 
of its social utility. This increase in the quantity of exchange values 
simply proves that the demand for the goods concerned is stronger 
than the demand for some others. When c.apital (lows into 
certain industries it only points to the spontaneous satisfaction of 
social demand. But social demand and social utility arc not 
necessarily the same. Demand is the outcome of human desires, 
and its intensity depends upon the revenue drav-m by the individu.nl. 
But we can neither regard these desires in themselves or the system 
of distribution that makes such desires “ effective ” ns sulTicicnt tests 
of social utility. And to say that production follows demand is to 
prove nothing at all. Smith himself seems to have realised this ; 
hence his other criterion — the quantity of prodiielivc lalrour em- 
ployed by capital. According to this test those industries th.at 
employ the least amount of niachinerj' and the greatest amemnt of 
hand labour arc the most useful — quite an untenable riew. 

A demonstration of a somewhat similar character h.as Irrcn 
attempted by the Hedonistic school. They have shown how fret 
competition nlwa3's tends to direct production into sueli ch.anncis ns 
will result in maximum utility, or, in other words, that it affords the 
best method of satisfj'ing the actual demands of the m.arket. Past 
they have been verj' careful to note that social utilitj- and ophehmity 
are two very different expressions that must never be confused, 
and that they liavc failed to find am' scientific test of social utility. 

Smith’s argument is unsatisfactory, and its foundation untrust- 
worthy'. We do not forget that Ids optimism is bxsed not ro 
much upon this specious demonstration as upon the great nunibei 
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of observations which he had occasion to make in the course of his 
work. This idea of a harmony between private interest and the 
general well-being of society was not put forward as a rigidly demon- 
strable a priori theory, open to no exceptions. It was rather b 
general view of the whole position — ^the conclusion drawn from 
repeated observations, the rSsum^ of a detailed inquiry which 
had covered every comer of the economic field. A particular process 
of reasoning may have helped to confirm this conclusion, but the 
reasoning iteelf was largely based upon experience, the universal 
experience of history. It was the study of this experience that led 
to the discovery of a “ vital ” principle of health and progress in the 
“body social.” Smith would have been the first to oppose the 
incorporation of his belief in any dogma. He was content to say 
^ that “ most frequently ” and in a “ majority of cases ” general 
interest rcas satisfied by the spontaneous action of private interest. 
He was also the first to point out instances — ^in the case.of merchants 
and manufacturers, for example — ^where the particular and the 
general interest came into conflict. We might cite many charac- 
teristic passages in which he takes pains to qualify his optimism. 

Absolute his optimism was not, neither was it universal. In fact, 
it would not be diflScult to prove that it was never intended to apply 
to anything other than production. Nowhere does the great Scotch 
economist pretend that the present distribution of wealth is the justest 
possible — ^a trait that distinguishes him from the optimists of Bastiat’s 
school. His optimism deserted him when he reached that portion of 
his subject. On the contrary, he showed that landed proprietors as 
well as capitalists “ love to reap where they have not sown,” that in- 
equalities in social-position give masters an advantage in bargaining 
. with their men.^ In more than one passage he speaks of interest and 
rent as deductions from the produce of labom:.* Smith, indeed, 
might well be regarded as a forenmner of socialism. There is no_ 
difficulty in beh'ering, so far as the experience of old countries goes, 
that “ rent and profit eat up wages and the two superior orders of 
people oppress the inferior one.” • 

It is cspeciallj'’ important that we should make a note of the 
opinions of those people who think that Smith intended his optimism 

» Wealth of Naiims, Book I, chap. 8 ; Cannan, toL I, p. 6S. The masters 
possess the advantage in discussion (1) because they can combine mnch more 
easily ; (2) becsuco. thanks to their superior funds, they can afford to wait while 
“ many worlnnen could not subsist a week, few could subsist a month, and scarce 
any a year ndthout employment-’' 

’ Gf. ^t-'pra, p. 78. 

3 Ihi3. Book IV, chap. 7, part ii, the beg i nning ; toI. ii, p. 67. 
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to extend to distribution as •sveil as to production. As a matter 
of fact he was too level-headed to entertain any such idea. Even 
Say himself in the Jast edition of bis Treatise expresses some doubts 
os to the equity of the present system of distribution.^ Smith 
was not really concerned with the question at all. It is only at a 
much later date, when the socialists had demonstrated the importance 
of the problem, that we hear of this belief in the beneficence of 
economic institutions. It really represents a reaction against the 
socialistic teacliing and an attempt at a justification of the present 
methods of distribution. 

We must beware of confusing Smith’s optimism with that of 
modem Hedonism, or of identifying it with Bastiat’s answer to the 
socialists. It laclrs the scientific precision of the one and has none 
of the apologetic tone of the other. It is little more than a reflection 
prompted by the too naive confidence of the eighteenth centurj- in 
the bounty of “ nature,” and an expression of profound conriction 
rather than the conclusion of a logical argument, 

TII : ECONOMIC LIBERTY AND 
INTERNATIONAL TRADE 
The practical conclusion to which naturalism lends and to which 
Smith's optimism points is economic liberty . So naturally docs it 
proceed from what we have just said that the reader finds himself 
quite prepared for Smith’s celebrated phrases : " All systems either 
of preference or of restraint, therefore, being thus completely taken 
away, the obvious and simple system of natural liberty establishes 
itself of its own accord. Everj' man, ns long as he docs not violate 
the laws of justice, is left perfectly free to pursue his own interest 
his own way, and to bring both his industrj' and capital into com- 
petition with those of any other man, or order of men.” As to 
the Government, or “ s overeign .” ns Smith calls him, “ be is com- 
pletely d ischarg ed from a duty,, i n the attempting to perform w hich 
he must always be exposed t o innumerable dciusinns, and for-tlie 
proper pcriormance~ ot wliich no human wisdom or kriowlcdgL 
could e ver be suffi cient ; the duty of superintending the industrj* 
of private people, and of directing it towards the cmploiTnents 
most suitable to the interests of the society.” 

Smith, following the Bhysioernts, but in a more comprehenrive 

, ‘ Say, upcaking of the working cIjiksc?. romorkn ! ” Are we quite rertein thst 
tbo wortenan obtains that riiaro of wealth which is ernctiy proportioned to the 
amount which he has contributed to protiuction ? " (Triatix, C h ed.. p, Ilfi-t 
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and scientific fashion, finds himseK driven to the same conclusion, 
nanaely, the vrisdom of non- intervention by the State in matters 
economic.^ ~ 

But here, as elsewhere in his work, the sense of the positive and 
the concrete, so remarkable in Smith, prevents his being content 
with a general demonstration. He is not satisfied with proving the 
inefficiency of intervention as compared with the efficiency of those 
institutions which are spontaneously created by society itself, but 
he attempts to show that the State, by its very nature, is unfitted 
for economic functions. His arguments have been the arsenal from 
^iwhich the opponents of State intervention have been supplied with 
ammunition ever since. 

Let us briefly recall them. 

“ No two characters seem more inconsistent than those of trader 
and sovereign.” “ Governments are “ always, and without any 


exception, the greatest spendthrifts in the society .” ^ The reasons for 
this are numerous. In the first place, they employ money which has 
been gained by others, and one is always more prodigal of the wealth 
of others than of one’s own. Moreover, the Government is too far 
removed from the centres of particular industries to give them that 
minute attention which they deserve if they are going to prosper. 
“ The attention of the sovereign can be at best but a very general and 
vague consideration of what is likely to contribute to the better 
cultivation of the greater part of his dominions. The attention of 
the landlord is a particular and minute consideration of what is 
likelj." to be the most advantageous apph'cation of every inch of 
ground upon his estate.” *' 

This necessity for a thorough cultivation of tb c- soil an d foi-the 
best employment of capitaL ior direct and careful superintendence, 
e>*is an idea to which he continually reverts. He regrets, a mong 
lather things, th at the growth of public debts causes a portion of the 
v^landand t he national ca pita l to pass into tbe h ands of fund-holdeis, 
who are doubtless intereit^ in the good administration of a country, 
but “ are not interested in tbe good condition of any particular por- 
tion of land, or in tbe good management of any particular portion 
of capital stock.” ‘ 

* WtaJth of Book IV, chap. 9, in fine ; Cannan, vol. ii, p. 184. 

‘ Ibid., Book Y, chap. 2, part i; vol. ii, p. 304. He makes exception onij 
o! the post-office, ” perhaps the only mercantfle project which has been sneowa- 
fully managed by, I believe, every sort of government,” (P. SilS.) 

* Ibid., Book IJ, chap. 3 ; vol. i, p. 328. 

* Ibid., Book V. chap. 2, part ii, art. 1 ; vol. ii, p. 318, 

=■ Ibid., Book T, chap. 3 ; vol. ii. p. 413. 
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Lastly, the State is.a n I'neffipTent nHminitrfTnfnr because its n|'i-iils, 
are negligent and thriftless, not being directly interested in adnu’nis- 
tration, but paid out of public funds. Should the administration 
of the land pass into the hands of the State he exelaims that not a 
fourth of the present produce would ever be raised, because of “ the 
negligent, expensive, and oppressive management of liis factors and 
agents.” ^ On the contrary, he proposes that the remainder of th e 


common land should be distributed among individuals. On this 


point European Uovernments have followed his adricc somewhat 
too closely.® For the same reason — ^thc necessity for stimulating 
personal interest wherever possible — ^hc commends, instead of a 
fixed salary for public officers, payment by those who benefit by 
their services, such payment in every ease to be in striet proporfinn, 
to the zeal and activity displayed. This was to apply, for example, 
to judges and professors.* 

State administration is accordingly a pis alter, and intcr\'cntion^ 
ought to be strictly limited to those cases in which individual action 
is imnossiblc. Smith recognises three functions only which the Stale,, 
can perform, namely the administration of justice, defence, ‘‘and.x.^D 
thirdly, the duty of erecting and maintaining certain public worlcs and^-'*®*- 
certain public institutions, which it can never be for the interest 
of any individual, or small number of indiriduals, to erect and 
maintain ; because the profit could never repay the cxpencc to any 
individual or small number of individuals, though it may frequently 
do much more than repay it to a great society.” * 

We must beware, however, lest we e.xaggeratc this jroinl. 
Although Smith, in the majority of cases, preferred individual n cilaa, 
we must not c onclude from this that he had. unlimited confidence in 
individuals. Smith’s individualism was of a particular kind. It 


was not a mCrc blind preference for every' private enterprise, for he 
knew that ind ustry' f requently falls a prey to the spiri^f mo nopoly. 
‘‘ People of the same trade seldom meet togctircr, e^n for merriment 
and div'crsion, but the conversation ends in a conspiracy against the 
public, or in some contrivance to raise prices.” * In order that a 
private enterprise may be useful for the community two conditions 
are necessary. The entrepreneur must be : (1) actuated byjcrsonal 
interest ; (2) his actions must by means of competition be InT^j. 


• Wealth of Nations. Book Y, chap. 2, p.vrt ii ; Cnnn.vn, vol. ii. p. 308. 

• Cf. parlicnlarly Burgin. Lef Comir.vnatis ct la PJmhition /rosgn'", ir, 
Nourelh Ilevut historiqve de Droit, Nov. -Dec. 1208. 

• ttVflhk of Nations, Book V, ch.vp. 1, part iii, art. 2 ; Canaan, vol. ii, p- ttOO 
‘ Ibid; Book IV, cliap. 9 ; vol. ii, p- IS5. 

' Hid; Boot I, chap. 10, part ii ; vol. i, p. l.iO. 
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within the limits of justice. Should either of these two condition* 
be wanting, the pu'Hfic" would run the risk of losing as much by 
private as they would by State enterprise. 

JThus Smith throughout remains very hostile to certain coIlectiT e 
enterprises of a private nature, such, as joint-stock companies,’^ 
because of the absence of personal interest. The only exceptions 
which he would tolerate are b anks , insurance companies, and rom. 
panics formed fo r the construction .o E-TOai ntenance of canals or fo r 
supplying great towns with water, for the management of su ch 
undertakings can easily be reduced to a kind of routine, “ or to such 
a uniformity of method as admits of little or no variation.” * 

His opposition to every kind of monopoly granted either to an 
individual or to a company is even more pronounced. A whole 
j^chapter is devoted to an attack upon the great trading' companies 
* V oi the seventeenth and eighteenth centuries, which were created 
■ with a view to the development of colonial trade, and of which the 
East India most fammi.*; | 

One other obseiwntion remains to be made, 
for Smith was a general principle, and not an absolute rule. He was 
no doctrinaire, and he never forgot that to every' rule there are some 
exceptions. An interesting Ust could be made, giving all the cases 
•ip which, according to Smith, t he legitimacy of State intervention 
was indisputab le — ^legal limitation of interest,® State administration 
^ of thr~ ^st-office , compulsory elementary education, State exami- 
y I nations as a* condition of entry into the l iberal profess ions or to 
any post of confid ence wh atever, b ank-notes o f a minimum value 
of £5, etc.* In a characteristic plirase he gave expression ‘to his 
Vfeelingon the question of restricting the liberty of banks. “ Such 
regulations may, no doubt, be considered as in some respects 
a violation of natural liberty. But those exertions of the natural 
liberty of a few individuals, which might endanger the security of 
t he wh ole of society, are, and ought to be, restrained by the laws 
oT all ''governments ; of the most free, 'as well as of the most 


Non-intervention 


A 


> WtaliTi of Nations, Book Y, chop. I, pari iii, art. 1; Canaan, voL ii, p. 233. 

• rbii.. Book V, chap. 1, part iii, art. 1; vol. ii, p. 246. 

’ Ibid., Book II, chap. 4, in fine. It is probable that his conversion to 
belief in absolule liberty took place later aa the resnlt of his pemsal of Bent barn’s 
Dejtr.ct of Urunj, published in 1787, advocating the right of taking interest^ 
This seemB to have been the case if wo c.an credit the report of a conversation 
which Smith had with one of Bcnlhhm’s friends, mentioned'in a letter written 
to Bentham by another of his friends — George Wilson. Cf. John Eae, Lift cf 
Adam Smith, p. 423. 

* WtaJih ofNclions, Book II, chap- 2 ; Cannon, vol. i. p. 307. 
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dcspotical.” ^ Despite these reservations it is still vcrj' evident that 
the whole of Smith’s work is a plea for the economic freedom of t he 
individual. It is an eloquent appeal against the Aferrnntili<.t policy 
and a violcat attack unon every economic system insnired by it, ~ 

On this point there is absolute agreement between the work done 
by S mith in England and that carried on at the same time by the 
Physiocrats in F rance. Both in foreign and domestic trade pro- 
ducers, merchants, and" workmen were hemmed in by a network of p 
restrictions either inherited from the traditions of the Middle Ages'^^ 
or imposed by powerful party interests and upheld by false economic '\-t 
theories. The corporations still existed in the towns ; although th.cir 
regulations could not be applied to industries born after the passing 
of Elizabeth’s famous law concerning apprenticeship. The Col her! inn 
• system, with its mob of officials entrusted with the task of super- 
intending the processes of production, of examining the weight, the 
length, and the quality of the material employed, was still a griev-'ince 
with the woollen manufacturers.* The fixing of the durafion of 
apprenticeship at seven years, the limitation of the number of 
apprentices in the principal industries, the obstacles put in .the way 
of the mobility of labour by the Poor Law and by the scries of 
statutes passed since the reign of Elizabeth, fettered the movement .. . 
of labour and the useful empl oyment of capital. Smith opposed 
these measures with the whole” of his cnergj'. England, unlike 


France, had fort unately escaped internal restrictions upon trad e, but 
the restraints placed upon foreign trade still ItcfirTlngland and 
Ireland commercially separated. These checks upon foreign trade 
proved as irksome in England os they did everywhere else. Manu- 
faclured goods from foreign countries were heavily ta.xcd or wcrcj-^'s 
prohibited entrance altogether. Certain natural products, e.g. French * 
wine, were similarly handicapped ; the importation of a number of 
commodities necessary for national industry was banned ; a narrow 
and oppressive policj'’ regarded the colonics ns the natural purveyors 


» IFwWi ofNaliont, Book II, clmp. 2 ; Cnnnan, vol. 5, p. ."O”. He coniihnrr : 
“The obligation of building party walls in order to prevent the ccrrmunirritioc 
of fire, is n violation of natural liberty, exactly of the sawc Lind «i:h iLe regula- 
tions of the banking trade wbicb arc liero propoEcd.” This pas.^-.ge prove.* that 
Smith was in favour of public regulations which wouhi further the rrafeTini 
security of the citiV-cns. Elsewhere he ehows hi.* p,nrli.v1i!y for adopting hTgieni- 
precoution.s against the spread of contagious disrEre.* (Book V.chap. 1, jwrt iii: 
rol. ii, p. 272). 

’ Cf. Mantoux, op. ciV.,pp. Ori-UO. This work cirra mo»t intereving 
bearing upon nil tho points mentioned here. Internal rcrtriclion* ete cnti;;"d 
by Smith in the leoond part of chap. 10 of B'-ok 1. 
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of raw malerials for the mother-country and the vrilling buyers, of its 
manufactured goods. Against all this mass of regulations, destined, 
jt was thought, to secure the supremacy of England among other 
commercial nations. Smith directed his most spirited onslaughts. 
I The fourth book of the Wealth of Nations is an eloquent and vigorc^ 
at teck upon SlercantiUsm, admirable alike for the precision and 


extent of its learning. 

ja. 


It was this section of his work that interested 
his contemporaries most. For us it would have- been the least 
interesting but for its theory of international trade and its criticism 
of Protection in generaL On this account, however, it is of con- 
siderable importance in the study of economic doctrines. 

In th e struggle for Free Trade, as on other pointsj Smith was 
forestalled by the Ph3^siocrats. But again has he shown himself 
superior in the breadt h of his outlook, Physiocratic Liberalism was 
the result of their interest in agricxilture, forei^ trade being of quite 
secondary importance. Smith, on the other han d, considered foreign 
trade in itself advantageous, provided it began at the right moment 
and developed spontaneously.^ Although his point of \dew is far 
superior .to that of the Physiocrats, even Snuth failed to give us a 
satisfactory theory. It was reserved for Ricardo and his successors, 
particularly John S tuart Mill, to find a solid sc ientific basis for the 
theory of internation al trade. The doctrine of the Scotch economist 
is somewtiat lame. But the hesitancy of a great writer is often 
interesting, and some of his arguments deserve to be recalle d. 

Alreadj' in oiu: review of his theory of money we have become 
familiar with Smith’s criticism of the balance of trade theory. But 
the balance of trade theory is not the whole of Protection, and we 
find in Smith something more than its mere refutation. In the 
first place, we have a cri ticism of Protectionism in general considered 
in its Mercantilistic asp^t, followed by an attempt to demonstrate 
the positive advantages of international commerce. 

Tlie first criticism that he offers might be summed up in the 
fV) well-known phrase : “ Industry is limited by capital.” “ The general 
industry’- of the society can never exceed what the capital of the 
" V) society can employ.” But Protection, perhaps, increases the quant ity 
of capital ? No, “ for it can only divert a pm-t of it into a directi on 
into ^rEich it mig ht no^ otbenvise have gone .” But the direction 
^ntim^sfy^^cn to~their capital bjMrTdi'v'i duals is the most 

^ " Each of those different branches of trade, however, i"" not only advan- 
tegeons, but necessary and unavoidable, when the course of things, without 
anv constraint or violence, naturally introduces it,” says he, after giving an 
exposition of tho respective advantages of the various forms of econonne activity. 

( Wtallh of Nations, Book II, chap, 6 ; Cannon, voL i, p. 3o2.) 
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favourable to a country’s industry. Has not Smith demonstrated 
this already *l Protection, consequently, is not, mcrpl y it 

may even prove inju rious. * 

The argument does not appear decisive, especially when wc recall 
the criticism of Smith’s optimism given above. To Iwrrovr an 
expression of M. Pareto, it is the maximum of ophelimity and not 
the maximum of utility that is realised by the capitalists under the 
action of personal interest. 

A second and a more striking argument shows the absurdity of 
manufacturing a commodity in this country at a great expense, 


when a similar commodity might be supplied by a foreign country 


and cheaper can be got from Portugal or 1 ranee. Evcr 3 'body h 


convinced of that^ But a similar stupidity prevails when wc arc 
hindered by tari f fs from profiting by the natural advantanc.s whic h, 
f oreign nations ipossess ns compared with ourselves . All “ the 
mean rapacity and the monopolizing spirit of merchants and manu* 
facturers ” ® was necessary to blind men to their true interests 
on this point. According to Smith, there exists a natural distribu - \ 
tion of products among various countries, resulting in an ndvanU igc j 
to all of them. It is Protection that liindcrs our .sharing in the I 
advantages. This is the principle knovm as the “ territorial division 
of labour, ” 

”Huf^c argument is inconclusii'c, for capital and labour do not 
' circulate from one nation to another in the same way as thc.v do 
w’ithin a country, distribution of industiy^ among the v.arious 

n ations is reg ulated, not by absBluijX-Cpst of production, b ut bv 
relative cost of p r o^ction. The credit of haring shown tluFIiclongs 
to Ricardo, 

Smith’s demonstration of the inconveniences of Protection is 
incomplete, and wc feel the jncompIctcncss_alI the more when he 
attempts to prove the advantages of international trade. 

The real and decisive argument mTavour blTFccTcxcliangc turns 
upon a consideration of the ^nsumcr’s interests. Increased 
utilities placed at his dispos.al mnrlctFc superiority of free exchange, 

‘ Wtallh oj Kations, Book IV, cimp. 2; C'snn.sn, ro!. i. p. 41t? 

'-■Jhid., Book IV, chap. 1; vol. i, p. 422. 
ibid., Book IV, chap. 3, part ii ; vol. i, pp- 4r.7-4r.S. 
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or as John Stuart Mill puts it, “the only direct advantage of foreign 
commerce, consists in the imports.” ^ With Smith this is the point 
of view developed least of all. True, he wrote that “ consnmn 
tion is the sole end and purpose of all production. But^ in the 
mercantile system, the interest of the consumer is almost constantly 
^ “^sacrificed to that of the producer .” * This criticisin, however, tfes 
p^/^laced at the end of his examination of the Mercantilist system in 
A^^chap. 8 of Book TV. It is not found in the first edition of the 


work, and was only added in the third.® 

It is the point of view of the producer that Smith invariably adopts 
when attempting to illustrate the advantages of international trade.* 
Just now foreign trade seemed to afford a means of disposing of 
a coxmtry’s surplus products, and this extension of the market, it , 
was argued, would lead to further division of labour and increased 
producti\ity.® But one is led to ask why, instead of producing the 
superfluous goods which it must export, it does not produce those 
things which it is obliged to import. 

I Smith, being now desirous nf ’'tihnvnnp that international trade 
necessarily benefits both countries, b ases his argument upon th e» 
fact that the merchants in both countries must make a nrofit szrf.e. get 
an additional exchange value, which must be added to the others. 
To tWs Hicardo justly replied that the profits of a merchant do not 
necessarily increase the sum of utilities possessed by any country’. 

Here again, in striking contrast with the attitude of the Physio- 
crats, Smith, despite himself, has championed his own adversaries. 
As yet he is not sufficiently rid of Mercantilist prejudice not to be 
concerned with the welfare of the producer, and in his great work 
we find excellent argument and debatable points of view placed side 
by’ side. It does not appear that he himself realised this incom- 
patibility. An irresistible tide was sweeping everybody’ before it 
in the direction of a more liberal policy. It proved too powerful for 


* Principies of PolUical Economy, Book lU, chap. 17. 

• ircaM of Naiions, Book IV, chap. 8 ; Carman, vol. ii, p- 169. 

• It is tme that in Book IV, chap. 3, part 2, he declares J “ In every country it 
alrrays is and must be the interest of the great body of the people to buy whatever 
they want of those who sell it cheapest. The proposition is so very manifest, 
ihr.t it seems ridiculous to take any pains to prove it.” (Carman, vol. i, p. 45S.) 

‘ Speaking of duties on com, he writes j “ To prohibit by a perpetual law 
the importation of foreign com and cattle, is in reality to enact, that the popula- 
tion and industry of the country shall at no time exceed what the tme produce 
of its own soil can maintain.” (Ihfd., Book IV, chap. 2 ; vol. i, p. 427.) He 
always viewB the question from the standpoint of increased population and 
labour, and not from that of the consumer. 

* Ihid., Book II. chap. 6. Cf. Book TV, chap. 1. 
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his contemporaries, Vrho were not concerned -to give a careful 
consideration to every part of his thesis. Enough that they found 
in him an ardent champion of an attractive cause. 

We have already noticed more than once the hesitation which 
Smith displays v/hen he comes to apply his principle, and wc must 
again refer to it in this connection. 

Theoretically a champion of absolutely free exchange, he miti- 
gates his belief in practice, and mentions an exception to his nohVv ^ 
which seemed to him a mere matter of common sense . “ To expect, 
i ndeed, that the freedom oftrade should ever be entirely" restored in 
G reat B ritain, is as absurd as to expect that an Oceana or UtopiiT 
s hould ever be established in it. ^ ot only the prejudices of the 
public, but what is more unconquerable, the private interests of 
many indisdduals, irresistibly oppose it.” ^ Facts have beh’cd this 
prophecy, like many others. England of the nineteenth century 
succeeded in realising this Utopia of free exchange — .almost t o, 
perfection. 

Without any illusion as to the future, his condemnation of the ^ 
past was not altogether unqualified. He justified some of the acts 
that were inspired by Mercantilism. “ The act of navigation • is 
not favourable to foreign commerce,” said he ; ” ns defence . 
however, is of much more importance than onulence. the act of 
navitration is, perhaps, the wisest of all the commcrci.nl rcCTilations 
of England,” • In another instance be justifies an imp ort duty 
where a tax is levied upon goods similar to those imported. Here 
an im port duty m e rely restores that normal state of competition 
which was upset by the i m position of the Excise. Ilctalintion as 
a means of securing the abolition of foreign duties is not altogether 
under his ban.* And he finally admits that liberty is best introduce d 
gradually into t hose coun tiicsJ m which industry" has long enj oyed 
Protection or wlicm a great number of men arc employed. * 

> Wtalth of Nation*, Book IV, chap. C, in fine; Connan, vol. i, p. >43.’>. 

• Tho “ Navigation Laws ” i-i a generic term for a number of law!-. llie mori 
famous .of them dating from tho time of Cromwell. Their immediate ohje"; 
was tho destruction of the Dutch fleet, and Englkh commerce organi'cci 
with a view to securing this. There is no doubt but that they contributed very 
considerably to tho development of English maritime power. 

• IhiJ., Book rV, chap. 2 ; vol. i, p. 429. 

‘ But “ when there is no prob-ability that any such repeat can lie procurod 
it Ecema a bad molbod of compensating tho injury done to certain clar of our 
people, to do another injury ourselves, not only to those cl3i.’’ea. bat to s-lmo-t 
all tho other classes of them." [Hid., Book IV, ch.ap. 2 ; vol. i, p. t’.iS.) 

• Tho discussion of those various cases it to be found towards the w; c f 
chap. 2 of Book IV. 
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His practical conclusion is somewhat as follows : Instead ol 
innumerable taxes which hinder importation and hamper production, 
England ought to content herself with the establishment of a certain 
num ber of taxes of a purely fiscal character, p l aced upon com- 
moctities~ such ^ wine, alcohol, s ugar, tobacco, cocoa. Such a 
s^em, though^rfectiy consonant with a great deal of free exchange, 
would yield ahundant reventie to the Treasury, and would afford 
ample compensation for the losses resulting from the introduction hf 
Free Trade.^ 

England has followed his advice, and her financial system is 
to-day foimded on these bases. Few economists..ea:fi boast of such 
a complete realisation of their projects. 




IVj/THE INFLUENCE OF SSIITH’S THOUGHT 
I ^<D ITS DIFFUSION, J. B. SAY 
//The eighteenth century was essentially a century of levelling down. 
In Smith’s conception of the economic world we have an excellent 
example of this. Its chief charm lies in the simplicity of its outlines, 
and this doubtless accounted for his influence among his contem- 
poraries. The system of natural liberty towards which both their 
political and philosophical aspirations seemed to point were here 
deduced from, and supported by, evidence taken direct from a study, 
of human nature — evidence, moreover, that seemed to tally so well 
with known facts that doubt was out of the question. Smith’s work 
still retains its irresistible charm. Even if his. ideas are some day 
shown to be untenable— a contingency we cannot well imagine — his 
book will remain as a permanent monument of one of the most 
important epochs in economic thought. It must still be considered 
the most successful attempt made at embracing within a single 
purview the infinite diversity of the economic world. 

But its simplicity also constituted its weakness. To attain- this 
simplicity more than one important fact that refused to fit in with 
the system had to remain in the background. The e\idence ernployed 
was also frequently incomplete. None of the special themes — price, 
wages, profits, and rent, the theory' of inteniational trade or of 
capital — ^which occupy the greater portion of the work, but has 
been i n s'^riic w'ay corrected, disputed, or replaced. But the structure 
loses stability if some of the corner-stones are removed. And new 
points of view have appeared of which Smith did not take sufficient 
account. Instead of the pleasant impression of simplicity and 
' Tiiis system is expoanded in Book V, chap 2, part ii, art- 6. 
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Eecurity -which a perusal of Smith’s work gave to the economists of 
the early nineteenth century, there has been gradually substituted 
bi’ Ills successors a con-viction of the gro-wang cotuplexity of 
economic phenomena. 

To pass a criticism on the labours of Adam Smith would be to 
review the economic doctrines of the nineteenth century. That is 
the best eulogy one can bestow upon his -work. The economic idems 
of a whole century were, so to speak, in solution in his vTitings. 
Friends and foes have alike taken him as their starting-point. The 
former have developed, extended, and corrected his work. The latter 
have subjected his principal theories to harsh criticism at every point. 
All with tacit accord admit that political economy commenced 
w'ith him. As Gamier, his French translator, put it, “ he wrought 
a complete revolution in the science.” * To-day, even although the 
Weallh of Nations may no longer appear to us as a truly scientific 
treatise on political economy, certain of its fundamental ideas remain 
incontestable. The theory of money, the importance of division of 
labour, the fundamental character of spontaneous economic iri.stilu- 
tions, the constant operation of personal interest in economic life, 
liberty as the basis of rational political economy — all these appear 
to us as definite acquisitions to the science. 

The Imperfections of the work -will be naturally demonstrated 
in the chapters which follow. In order to complete our ex-posi- 
tion of Smith’s doctrines it only remains to show how they were 
' diffused. 

The rapid spread of his ideas throughout Europe and theii 
incontestable supremacy remains one of the most curious phenomena 
in the history of ideas. Smith persuaded his own generation and 
governed the next. ® History affords us some clue. To attribute 
it solely to the influence of lus book is sheer exaggeration. A great 
deal must be set to the credit of circumstances more or less fortuitous. 

M. Mantoux remarks witli much justice tliat “ it was the Amcriwu 
War rather than Smith’s writings which demonstrated the dcc.ay of 
the ancient political economy and compa-ssed ib: min. The War 
of Independence proved two things ; (T) The danger lurking in 
a colonial system which could goad the most prosperous colonics 
to rcs'olt ; (2) the uselessness of a protective tariff, for on the vers' 
morrow of the war English trade rrith the American colonics v,.n« 
.more flourisliing than ever before. “The loss of the Amcric,'’.n 
colonics to England was really a gain to her.” So wrote Say in 
• In the prefneo <o In's trAnsIalion. 1S2I cd., p. Isix. 

' Itae. Life of Smith, p. 103. The author ol thU {cn!ou>. phre-fe i* not te-swn- 
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1S03, and he adds: “This is a fact that I have novrhere seen dis- 
puted.” ^ To the American War other causes must be added • 
(1) The urgent need for markets felt by English merchants at the 
close of the Napoleonic wars; they were already abundantly 
supplied with excellent machinery'. (2) Coupled with this was a 
growing belief that a high price of com as the result of agricultural 
protection increased the cost of hand labour. These two reasons 
were enough to create a desire for a general lowering, of the customs 
duties. 

Subsequent events have justified Smith’s attitude on the question 
of foreign trade. In the matter of domestic trade he has been less 
fortunate. 

The French Revolution, which owed its economic measures -to 
the Physiocrats, gave a powerful impulse to the principle of liberty. 
The influence of the movement was patent enough on the Continent. 
Even in England, where this influence was least felt; everybody was 
in favour of laissez-faire. Pitt became anxious to free Ireland from 
its antiquated system of prohibitions, and he succeeded in doing 
this by his Act of Union of 1800. The regulations laid down by the 
Elizabethan Statute of Apprentices, with its limitation of the hours 
of work and the fixing of wages by justices of the peace, became more 
and more irksome as industry developed- Every historian of the 
Industrial Revolution has described the struggle between workers 
and masters and shown how the former clung in despair to the old 
legislative measures as their only safeguard against a too rapid 
change, while the latter refused to be constrained either in the 
choice of workmen or the methods of their work.® They wished to 
pay only the wages that suited them and to use their machines as 
long as possible. These repeated attacks rendered the old Statute 
of Apprentices useless, and Parliament abolished its regulations one 
after another, so that by 1814 all traces of it were for ever effaced 
from the Statute Book- 

But Smith did not foresee these things. He did not write with 
a view to pleasing either merchants or manufacturers. On the 
contrary, he was never weary of denoimcing their monopolistic 
tendencies. But by the force of circumstances manufacturers 
and merchants became his best allies. PCs book supplied them 
with arguments, and it was his authority that they always 
invoked. 

* J. B.-Say, Train, 1st ed.. p. 240. 

’ Mnntoax, La Rtvdxilion indusirieUe, p. 83.. M. HalrTj girw eipressioB 
to A sitnilsr idea in his La Jeuness: it Btniham, p. 193 (Piris, 1901). 
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His authority never ceased growing. As soon as the JVealth oj 
Nations, appeared, men like Hume, and Gibbon, the historian, 
expressed to Smith or to his friends their admiration of the new 
work. In the following year the Prime Jlinister, Lord North, 
borrowed from him the idea of levying two new taxes — the tax on 
malt and the tax on inhabited houses. Smith was yet to make 
an even more illustrious convert in the person of Pitt. Pitt was a 
student when the Wealth of Nations appeared, but he always declared 
himself a disciple of Smith, and as soon as he became a Minister he 
strove to realise his ideas. It was he who signed the fir-st Free 
Trade treaty with France — the Treaty of Eden, 178G.* When 
Smith came to London in 1787, Pitt met him more than once 
and consulted him on financial matters. The story is told that 
after one of these conversations Smith exclaimed : “ What an 
extraordinary person Pitt is I He understands my ideas belter than 
myself.” 

While Smith made converts of the most prominent men of his 
time, his book gradually reached. the public. Four editions in 
addition to the first appeared during the author’s lifetime.* The 
third, in 1784, presents important differences in the way of additions 
and corrections as compared with the first. From the date of his 
death in 1790 to the end of the century three other editions were 
published.* 

Similar success attended the appearance of the work on the Conti- 
nent. In France he was already known through his T/ieory of Moral 
Sentiments. The first mention of the Wealth of Nations in France 
appears in the Journal des Savants in the month of Febniarj’, 1777. 
Here, after a brief description of the merits of the worl:, the critic 
gives expression to the follo>ving curious opinion ; “ Some of our 
men of letters who have read it have come to the conclusion (hat it 
is not a book that can be translated into our language. They point 
out, among other reasons, that no one would be willing to bear the 
expense of publishing because of the uncertain return, and a book- 
seller least of all. They arc bound to admit, however, that the work 
is full of suggestions and of advice that is useful as well as curious, 
and might prove of benefit to statesmen.” In rc.ality, despite the 
opinion of those men of letters, several translations of the work 
did appear in France, as well as elsewhere in Europe. In little more 
than twenty years, between 1779 and 1802, four translations had 

» So called in honour of the leading English representatiTe. Lord Eden. 

‘ In 1778, 1784, 1780, 1789. 

’ 1701, 1793, 1700. 
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appeared. This in itself affords sufficient proof of the interest which 
the book had aroused.^ 

Few works have enjoyed such complete and universal success. 
But despite admiration the ideas did not spread very rapidly. 
Faults of composition have been burdened with the responsibilih’ 
for this, and it is a reproach that has clung to the Wealth of Nations 
from the first. Its organic unity is very pronounced, but Smith 
does not seem to have taken the trouble to give it even the semblance 
of outward unity. To discover its unity requires a real effort of 
thought. Smith whimsically regarded it as a mere discourse, and 
the reading occasionally ^ves the impression of conversation. The 
general formulae which summarise or recapitulate his ideas are 
indifferently found either in the middle or at the end of a chapter, 
just as they arose. They represent the conclusions from what 
preceded as they "flashed across his mind. On the other hand, a 
consideration of such a question as money is scattered throughout 
the whole work, being discussed on no less than ten different occa- 
sions. As early as April 1, 1776, Hume had expressed to Smith 
some doubts as to the popularity of the book, seeing that its reading 
demanded considerable attention. Sartorius in 1794 attributed to 
this difficvdty the slow progress made by Smith’s ideas in Germany. 
Germain Gamier, the French translator, gave an outline of the 
book in order to assist his readers. It was generally agreed that 
the work was a striking one, but badly composed and difficult to 
penetrate owing to the confused and equivocal character of some 
of the paragraphs. ’iYhen Say referred to it as “ a chaotic collection 
of just ideas thrown indiscriminately among a number of positive 
' truths,” - he expressed the opinion of all who had read it. 

But a complete triumph, so far as the Continent at least was 
concerned, had to be the work of an interpreter. Such an inter- 
preter must fuse all these ideas into a coherent body of doctrines, 
leaving useless digressions aside.^ This was the task that fell into the 

* Professor Krans, writing in 1796, declared that no book pnblished since the 
dnvs oi the Xew Testament would effect so many welcome changes when it 
became thoroughly known (J. Bae, p, 360). By the beginning of the nineteenth 
centnrv its influence had become predominant. All the Prussian statesmen 
who sided Stein in the preparation and execution of those important reforms 
that gave birth to modem Prussia were thoroughly versed in Smith’s doctrines, 
and the Prussian tariC of 1S21 is the Erst European tariE in which they 
are deliberately applied- (Cf. Roscher, GttzhichU dtr Nsiwr^'ildhrr.omik in 
D'ulf'hlznd.) 

* In his introduction to the T raiti, Ist ed. {The phrase was deleted in the 
6th ed.) 

* J. B, Say, Train, Ist ed., introduciion, p. xxxiii 
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hands ol J. B. Say. Among his merits (and it is not the only one) is 
that of popularising the ideas of the great Scotch economist on the 
Continent, and of giving to the ideas a somc^vhat classical appearance. 
The task of discrediting the first French school of economists and of 
•facilitating the expansion of English politieal economy fell, euriously 
enough, to the hands of a Frenchman. 

J. B. Say was twenty-three years of age in 1789.’ At that time 
he was Claviferes’ secretary. Claviircs became Minister of Finance 
in 1792, but at this period he was manager of an assurance company, 
and was already a disciple of Smith. Say came across some stray 
pages of the Wealth of Nations, and sent for a copy of the book.’ 
The impression it made upon him was profound. “ lYhcn wc read this 
work,” he writes, “ we feel that previous to Smith there was no 
-such thing as political economy.” Fourteen years afterwards, in 
1803, appeared Lc Traiil d'^lconomic politique. The book met witii 
immediate success, and a second edition would have appeared had 
not the First Consul interdicted it. Say had refused to support the 
Consul’s financial recommendations, and the writer, in addition to 
having his book proscribed, found himself banished from theTribunatc, 
Say waited until 1814 before republishing it. New editions rapidly 
followed, in 1817, 1819, and 1820, The treatise was translated into 
several languages. Say’s authority gradually extended itself; his 
reputation became European; and by these means the ideas of 
• Adam Smith, clarified and logically arranged in the form of genend 
principles from which conclusionscouldbecnsily deduced, gradually 
captivated the more enlightened section of public opinion, 

’ He was bom at Lyons on January 6, 1707. After a visit to England 
ho entered the employment of an ossurance company, and took part os a 
volunteer in the campaign of 1702. Prom 1701 to 1800 he edited n review 
entitled Di'cailc ■phihsophique, tiUtraire et ■politique, par une Socu'l’. de ItipulHoaim. 
Ho was nominated a member of the Tribunate in 1700. After the p'abliration 
of his Train, the First Consul, having failed to obtain a promise th.at the financial 
propo.sals outlined in the first edition would bo eliminated in llio second, db- 
missed liim from the Tribunate, oflcring him the post of director of the Drciif 
riunis as compensation. Say, who disapproved of the new riqim', refused, 
and set up a cotton factory at Auchy-lc.s-IIc.'dins. in the Pas-de-Cal.afc. He 
realised his capital in 1813, returned to Paris, and in 1814 published a second 
edition of hb treatise. In 1810 ho delivered a course of lectnrr.s on poHticr.l 
economy at the Athcnfc, probably the first cour.se given in Prance. Tiicfc ke. 
turcs were publbbcd in 1817 in bis Callchieme <r£eor.tmic pditique. In 
the Restoration Government appointed him to giro a come on “ Indt;, trial 
Economy ” (the term “ Politic.al Economy ” wan too lerrihle). In 1831 Im was 
made Profe.sBor of Political Economj* in the College do Prance. Re dk-d in 1832. 
His Corns ampJet (VReonomie politique -was published, in six volumes, in 1.82S -29 

’ Cf. a letter to Tyjuis Say in 1827 (.(Euvres iivessrj, p. C45, 
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It would, however, be unjust to regard Say as a mere popu- 
lariser of Smith’s ideas. With praiseworthy modesty, he has never 
attempted to conceal all that he owed to the master. The master’s . 
name is mentioned in almost every line, but he never remains 
content with a mere repetition of his ideas. These are carefully, 
reconsidered and reviewed with discrimination. He develops some 
of them and emphasises others. Amid the devious paths pursued 
by Smith, the French economist chooses that which most directly 
leads to the desired end. This path is so clearly outlined for his 
successors that “ wayfaring men, though fools, could not err therein,” 
In a sense he may be said to have filtered the ideas of the master, or 
to have toned his doctrines with the proper tints. He thiis imparted 
to French political economy its distinctive character as distingmshed 
from English political economy, to which at about the same time 
Jtlalthus and Ricardo were to give an entirely new orientation. 
What interests us more than his borrowing is the personal share 
which he has in the work, an estimate of which we must now 
attempt. 

(1) In the first place, Say succeeded in overthrowing the work of 
the Physiocrats. 

The work of demolition was not altogether useless. In France 
there were many who still clung to the “ sect.” Even Germain 
Gamier, Smith’s translator, considered the arguments of the Physio- 
crats theoretically irrefutable. The superiority of the Scotch eco- - 
nomist was entirely in the realm of practice.^ ” We may,” says 
he, “ reject the Economisies' theory [meaning the Physiocrats’] 
because it is less useful, although it is not altogether erroneous.” 
Smith himself, as we know, was never quite rid of this idea, for he 
recognised a special productiveness of land as a result of the co- 
operation of nature, and doctors, judges, advocates, and artists were 
regarded as unproductive. But Say’s admission was the last straw. 
Not in agriculture_alone, but everywhere, ” nature is forced. to work 
along T^ hlman ,” * and by the fundsof hafufe ~ 'vas to be understood 
in friture all the help that a nation draws directly from nature, be 
it the force of wind or rush of water.® As to the doctors, lawyers, 
eta, how are we to prove that they take no part in production ? 
Gamier had already protested against their exclusion. Such services 
must no doubt be classed as immaterial products, bat products none 

Gamier’s translation of Adam Smith, 1802, toI. t, p. 283. 

* Train, 1S03 ed-. p. 39. 

* Ibid,, p. 21. Later on he employ* the more comprehensiTe term “natural 
agents.” 
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the less, seeing that they possess exchange value and arc the out- 
come ^ of the co-operation of capital and industry. In other respccti 
also — e.g., in the pleasure and utility ■which they yield — services 
are not very unlike commodities. Say’s doctrine meets v.ilh some 
opposition on this point, for the English economists ■were unwilling 
to consider a simple service as ■wealth because of its unendurable 
character, and the consequent fact that it could not be considered 
as adding to the aggregate amount of capital. But he soon wins 
over the majority of ■writers.* Finally Say, like Condillac, discovered 
a decisive argument against Physiocracy in the fact that the produc- 
tion of material objects docs not imply their creation. Man never 
can ■crestspbut mustTiTcdTitenUwith'mere transfonnation of mailer. 
Production is rnercly’ a 'creation of utilities, a furthering of that 
capoTcity of responding to' b'ur needs and of satisfying our wants 

■ which is possessed by commodities ; and all work is productive which 
achieves this result, whether it be industiy, commerce, or agri- 
cultu‘fe7*“”THe Physiocratic distinction falls to the ground, ond Say 
refutes what Smith, omng to liis intimacy with, lus adversaries, 
had failed to disprove. 

(2) On another point Say carries forward Smith’s ideas, although 
at the same time superseding them. He subjects the whole con- 
ception of political economy and the rCle of the economist to a most 
thorough examination. 

We have already noticed that the conception of the “ natural 
order ” underwent considerable modification during the period which 
intervened between tlie TOitings of the Physiocrats and the appear- 

■ ance of the Wealth of Nations. The Physiocrats regarded the “ order” 
as one that was to be realised, and the science of political economy 
as essentially normative. For Smith it was a self-realising order. 
This spontaneity of the economic world is analogous to the ■idtality 
of the human body, and is cnp.ablc of triumphing over the artificial 
barriers which Governments may erect against its progress. Practical 

' Train, 1803 cd., BookI, chap. 42 end 43. By " indurtry ” Say nndrri'.r,nd» 
every .land of labour. Cf. fith ed., pp. 70 el enj. 

’ Malthua still appeared hostile to the doctrine of iminaterial producte, b’lt 
Lauderdale, Tooke, McCulloch, and Senior accepted it, and it seemed defnitriy 
fixed tvhen Stuart hlill confined the ■rrord '* product” to material productr ctiiy. 
For Tooko'a viorr ecc his Icttcrto J. B. Say in the CKvvrtsdW'rtrr of the lelUr. 

• Traill, Book I, chap. 2. Ls it not atrangc that Say fhould have failed tc 
apply this idea to commiTco 1 He regards the latter as preduetire Ik-c.-.u-'* i! 
creates exchangeable values. Neverthclera he critkifcs Condiil'.c for harm; 
said that mere exchange of goods incrcates ■vrealth liccaus’e it iri’-rer'’» tie 
utility of objeota. This is becaure Say is perpetualiy mixing tip t:!;!:;/ a- ’ 
exelmngo value, a confusion that leads him into many ferine* mi.**.sl''5. 
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political economy is based upon a knowledge of the economic consti- 
tution of society, and its sole aim is to give ad'V'ice to statesmen. 
According to Say, this definition concedes too much to practice. 
Political economy, as he thinks, is just the science of this “ sponta- 
neous economic constitution,” or, as he puts it in 1814, it is a study 
of the laws which govern wealth.^ It is, as the title of his book 
suggests, simply an exposition of the production, distribution, and 
consumption of wealth. It must be distinguished firom politics, 
with which it has been too frequently confused, and also from 
statistics, which is a simple description of particular facts and not a 
science of co-ordinate principles at all. 

Political economy in Say’s hands became a purely theoretical 
and descriptive sdence. The role of the economist, like that of the 
savant, is not to give advice, but simply to observe to analyse, and 
to describe. “ He must be content to remain an impartial spectator,”, 
he writes to Malthus in 1820. “ IVhat we owe to the public is to 
tell them how and why such and such a fact is the consequence of 
another. l^Tiether the conclusion be welcomed or rejected, it is 
enough that the economist should have demonstrated its cause ; but 
he must give no advice,” * 

’ In this way Say broke with the long tradition which, stretching 
from the days of the Canonists and the Cameralists to those of the 
Mercantilists and the Physiocrats, had treated political economy as 
a practical art and a guide for statesmen and administrators. Smith 
had alread}’’ tried to approach economic phenomena as a scientist, but 
there was always something of the reformer in his attitude. Say’s 
only desire was to be a mere student ; the healing art had no attrac- 
tion for him, and so he inaugurates the true scientific method. He, 
moreover, instituted a. comparison between this science and phj'sics 
rather than between it and natural history, and in this respect also 
he differed from Smith, for whom the social body was essentially a 
living thing. Without actually^ employing the term “ social phj'sics,” 
he continually suggests it by his repeated comparison with Newtonian 
physics. The principles of the science, like the laws of physics, are 
not the work of men. They are derived from the very nature of 
things. They are not established ; they are discovered. They 
govern even legislators and princes, and one never violates them with 

* Train, 6th cd., p. 6. The word “lawE " does not appear in the first edition. 
Bav merely speaks of general principles. It is found for the first time in the 
edition of 1814 ; “ General facte or, if one wishes to call principles by that name, 
general laws ” (p. xaix). 

* Correspondenoe with Llslthus. in (Evrret diveriu, p. 466. 
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impunity.^ Like the Jaws of gravity, they arc not confined within 
the frontiers of any one country, and the limits of Slate administra- 
tion, which are all-important for the student of politics, arc mere 
• accidents' for the economist.* Political economy is accordingly 
based on the model of an exact science, with laws that arc universal. 
Like physics, it is not so much concerned with the accumulation of 
particular facts as \vith the formulation of a few general principles 
from wliich a chain of consequences of greater or smaller length may 
be drawn according to circumstances. 

A delight in uniformity,* love of universality, and contempt for 
isolated facts, these are the marks of the savant. But the same 
qualities in men of less breadth of view may easily become deformed 
and result in faults of indifference or of dogmatism, or even con- 
tempt for all facts. And are these very faults not produced by 
the stress wliich he lays upon these principles ? Was not political 
economy placed in a vulnerable position for the attacks of Sism'ondi, 
of List, of the Historical school, and of the Christian Socialists 
by tliis very work of Say? In his radical. separation of polities 
and economics, in avoiding the “ practical ” leanings of Adam 
Smith, he has succeeded in giving the science n greater degree of . 
harmony. But it also acquired a certain frigidity which his less 
gifted successors have mistaken for banality or crudity. Bightly 
or wrongly, the responsibility is ascribed to Say. 

(8) Wc have just seen the influence which the progress of the 
physical sciences had upon Say’s conception of political economy ; 
but he was also much influenced by the progress of industry. Between 
1776, the date of the appearance of the Wealth of Nations, and the 
year 1808, when Say’s treatise appeared, the Industri.al Bcvohition 
had taken place. This is a fact of considerable importance for the 
history' of economic ideas. 

\Wjen Say visited England a little before 1789, he found machine 
production already in full swung there. In France at the same date 
manufactures were only just beginning. They increased mpidiy 
under the Empire, and the progress after 1615 became enormous. 

• Tratii, Introd., Ifit cd., p. ix; Gth cd., p. 13. 

• IbH., letcd.. Book I. p. 40J. 

• There is no need for exaggeration, however, and no need to regard Fay 
totally indilTcrent to EufTcring and nii.'ery. He declarx-?!, e.g.. that “ for n.r.r.r 
homes both in town and country lifo is one long privation," and that thrift in 
gcni'rol “ impHe.s, not the curt.ailmcnl of laelw-s coanr.odi’riivj, ruch r.r < i;- -.r r, 
and immanily would welcome, but a diminution of the real ni'^dt . v i.' ;; i t. 
standing rondomnaf ion of the cconotnic syptem of many Govrrr.ti;>'a!r." : 

Istod., Tol. i, pp. 97-08; f>th cd.. p. liG.) 
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Chttptal in his work De VIndiisirie francaise reckons that in 1819 
there were 220 factories in existence, with 922,200 spindles consuming 
18 million kilograms of raw cotton. This, however, only repre- 
sented a fifth of the English production, which twenty years later 
was quadrupled. Other industries were developing in a similar 
way. Everybody was convinced that the future must be along those 
lines — ^an indefinite future it is true, but it was to be one of wealth, 
work, and well-being. The rising generation was intoxicated at 
the prospect. The most eloquent exposition of this debauchery will 
be found in Saint-Simonism. 

Say did not escape the infection. While Smith ^ves agriculture 
•the premier place. Say accords the laurels, to manufactures. For 
many years industrial problems had been predominant in political 
economy, and the first oflBcial course of lectures given by Say himself 
at the Conservatoire des Arts et Metiers was entitled “ A Course 
of Lectures on Industrial Economy.” 

In that hierarchy of activities which Smith had drawn up 
according to the varying degree of utility each possessed for the 
nation. Smith had placed agricultme first. Say preserved the order, 
but placed alongside of agriculture “ all capital employed in utilising 
any of the productive forces of nature. An ingenious machine 
may produce more than the equivalent of the interest on the capital 
it has cost to produce, and society enjoys the benefit in lower prices.” 
This sentence is not found in the edition of 1 80.3, and appears only 
in the second edition. Say in the meantime had .been managing 
his factory at Auchy-les-Hesdins, and he had profited by his expe- 
rience. This question of machinery, which was merely touched 
on by Smith in a short passage, finds a larger place in e'v’ery succes- 
sive edition of Say’s work. The .general adoption of machinery by 
manufacturers both in England and France frequently incited the 
workers to riot. Say does not fail to demonstrate its advantages. 
At first he admits that the Government might mitigate the resulting 
evils by confining the employment of machinery at the outset 
to certain districts where labour is scarce or is employed in other 
branches of production.^ But by the beginning of the fifth edition 
he changed his advice and declared that such interi'ention involved 
interference with the inventor’s property,® admitting only that the 
Government might set up works of public utility in order to employ 
those men who are thrown out of emplo 3 Tnent on account of the 
introduction of machinery. 

* Traili, Cth ed., p- 403. ' Hid., l*t ed-, Tol. i, p. 48. 

* Ibid., 5th ed., vol. i, p. 67. 
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The influence of these same circumstances must fae accounted 
responsible for the stress which is laid by Say upon the rdle of an 
individual whom Smith had not even defined, but one who is hence- 
forth to remain an importantpersonage in the economic world, namely, 
the entrepreneur. At the beginning of the nineteenth century the 
principal agent of economic progress was the industrious, active, 
well-informed individual, either an ingenious inventor, a progressive 
agriculturist, or an experienced business man. This tj-pe became 
quite common in every country where mechanical production and 
increasihg markets became the rule. It is he rather then the 
capitalist properly so called, the landed proprietor, or the workman, 
who is “ almost always pa^..ive,” who directs production and 
superintends the distribution of wealth. “ Tlic power of industrial 
entrepreneurs exercises a most notable influence upon the distri- 
bution of wealth,” says Say, •' In the same kind of industry one 
entrepreneur who is judicious, active, methodical, and willing makes 
his fortune, while another who is devoid of these qualities or who 
meets with very different circumstances wo\i1d be ruined.” * Is it 
not the master spinner of Auchy-les-Hesdins who is speaking here? 
Wc are easily convinced of this if we compare the edition of 
1803 with that of 1814, and wc can trace the gradual growth and 
development of this conception with every successive edition of 
the w'ork. 

Say’s classic exposition of the mechanism of distribution is based 
upon this very admirable conception, which is altogether superior to 
that of Smith or the Physiocrats. The entre preneur s erves as the 
pivot of thp who le sy stem. The following may be regarded as an 
outlmc^Lhis treatment. 

Men, capital, and labour furnish what Say refers to ns produc- 
tive services. These services, when brought to market, are given in 
exchange for wages, interest, or rent. It is the entrepreneur, whether 
merchant, manufacturer, or agriculturist, who requires them, and 
it is he who combines them with a view to satisfying the demand 
of consumers. “ The entrepreneurs, accordingly, arc mere inter- 
mediaries who set up a claim for those productive services wliich 
arc necessary to satisfy the demand for certain products." Accord- 
ingly there arises a demand for productive services, and the demand 
is “one of the factors determining the value of those service's. *' 
“ On the other hand, the agents of production, both men and thing*, 
whether land, capital, or industrial employees, offer their *e,rv'ice< 
> Critical oiaminalion of McCuIIooh’s treati?* (1825). in (Kuira f.ivr'itt, 

pp. . 
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in greater or less quantiti^ according to various motives, and thus 
constitute another factor Trhich determines the value of these 
same se^^'ices. ^ In this fashion the law of demand and supply 
determines the price of services, the average rate of interest, and. 
rent. Thanks to the entrepreneur, the value produced is again 
distributed among these " various productive sendees,” and the 
various services allotted according to need among the industries. 
This theory of distribution is in complete accordance with the 
theory of exchange and production. 

Say’s very simple scheme of distribution constitutes a real progress. 
In the first plac^ it is much more exact than the Phj'siocrats’, who 
conceived of exchange as taking place between classes only, and not 
between individuals. It also enables us to distinguish the remunera- 
tion of the capitalist from the earnings of the entrepreneur, which 
were confounded by Adam Smith. The Scotch economist assumed 
that the entrepreneur was very frequently a capitalist, and confused 
the two functions, designating his total remuneration by the single 
word “ profit,” without ever distinguishing between net interest of 
capital and profit properly so called. This- regrettable confusion 
was followed by other English authors, and remained in English 
economic theory for a long time. Finally, Say’s theory has another 
advantage. It gave to his French successors a clear scheme of 
distribution which was wanting in Smith’s work, just at the time 
when Ricardo was attempting to overcome the omission by outlining 
a new theory of distribution. According to Ricardo, rent, by its very 
nature and the laws which give rise to it, is opposed to other revenues, 
and the rate of wages and of profits must be regarded as direct oppo- 
sites, so that the one can only increase if the other diminishes — an 
attractive but erroneous theory, and one which led to endless dis- 
cussion among English economists, with the result that they aban- 
doned it altogether. Say, by showing this dependence, which 
becomes quite dear if we regard wages and profits from the point 
of view of demand for commodities, and by his demonslxation 
that rent is determined by the same general causes — viz. demand 
and supply — as determine the exchange value of other productive 
services, saved political economy in France from a similar disaster. 
It was he, also, who furnished "Walras with the first outlines of his 
attractive conception of prices and economic equilibrium. This 
explains why he never attached to the theory of rent the supreme 
importance given to it by- English economists. In this respect 
he has been followed by the majority of French economists. On the 

‘ Train, 6th cd., p. 349, 
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other hand, and for a similar reason, he never went to the opposite 
extreme of denying the existence of rent altogether by regarding it 
merely as the revenue yielded by capital sunk in land. In this way 
he avoided the error which Carey and Bastial attempted to defend 
at a later period.* 

(4) So far it is Say’s brilliant power of logical reasoning that we 
have admired. But has he contributed anything which is entirely 
new to the science ? 

IBs theory of markcUs was for a long time considered first- 
class work. “ Products are given in exchange for products.” It 
is a happy phrase, but it is not in trutii very profound. It 
simply gives expression to an idea that was quite familiar to the 
Physiocrats and to Smith, namely, that money is but an inter- 
mediary w’hich is acquired only to be piessed on and exchanged for 
another product. “ Once the exchange has been effected it is 
immediately discovered that products pay for products.” * Thus 
goods constitute a demand for other goods, and the interest of a 
country that produces much is that other countries should produce 
at least as much. Say thought that the outcome of this would be 
the advent,of the true brotherhood of man. “ The theory of markets 
will change the whole policy of the world,” saidTia* Ilc^tlioughl 
that the greater part of Tfic~3octnnc”^of Free Trade could be based 
updn' this pnneipJeT BiltTo expect*”^ miichTrom such a vague, self- 
e\’ident formula was to hope for the impossible. 

Still more interesting is the way in which he applied this ” theory 
of markets ” to a study of over-production crises, and the light which 
that sheds upon the nature of Say’s thought. Gamier had already 
pointed out that a general congestion of markets was possible. As 
crises multiplied this fear began to agitate the minds of a number of 
thinkers. “ Nothing can be more illogical,” wtiIcs S.ay. " The total 
supply of products and the total demand for them must of necessity 
be equal, for the total demand is nothing but the whole mass of 


' “ Bent,” he says, “ doubtless is partly interest on capital buried in tl.e F'lil, 
for there are few properties which do not owe Eorncthing to improvements mr.do 
in them. But their total value is ficldom due to this alone. It migiit l>a if the 
land were fertile hut lacked the necessary facilities for cultivation. But I hi? 
is never the case in civilised covrntries.” (Critical examination of JtcCuHocU't 
treatise (1825), in CEuvrts diverms, p. 277.) 

* Tratti, let cd., p. 164. 

• “TLo theory of heat and of weight and the study of the inclined plane have 
placed tho whole of nature at the disposal of manliind. In the f.wr.c way rite 
theory of oxchango and of marteta will change the whole policy of the w-.rid. 
{Ibid., Cth ed., p. 61.) 
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commodities Trhicli have been produced: a 'general congestion 
would consequently be an absurdity.” ^ It would simply mean a 
general increase of wealth, and wealth is none too plentiful among 
nations, any more than it is among individuals.” * We may have an 
inefficient application of the means of production, resulting in the 
over-production of some one commodity or other — f.c. wemav have 
partial over-production.* Say wishes to emphasise the fact that 
we need never fear general over-production, but that we may have 
too much of some one product or other. He frequently gave 
expression to this idea in the form of paradoxes. We might almost 
be led to believe that he denies the existence of crises altogether in 
the second edition of his work.* In reality he was very anxious to 
admit their existence, but he wished to avoid everything that might 
prove unfavourable to an extension of industry.* 

He thought that crises were essentially transient, and declared 
that individual liberty would be quite enough to prevent them. He 
was extremely anxious to get rid of the vague terrors which had 
haunted those people who feared that they would not be able to 
consume all this wealth, of a lilaltbus who thought the" existence of 
the idle rich afforded a kind of safety-valve which prevented over- 
production,* of a Sismondi who prayed for a slackening of the pace 

‘ Traiti, Ist ed-, voL ii, p. 175. 

’ Ibid,, p. 179, 

« Ibid., p. 178. 

* “ One kind of product would Ecldom be more plentiful thnn another and 
goods would Beldom be too many if everyone were given complete freedom.” 
Too much stress has possibly been laid on the phrase “Certain products are 
superabundant just berauso others exe wanting,” and it has been taken as imply- 
ing that even partial over-production is an impossibility. A not© inserted on 
the next page helps to clear up the matter and to prevent misunderstanding. 
“ The argument of the chapter,” says he, “ is not that partial over-prodnetion 
is impossible, but merely that the production of one thing creates the demand 
for another.” He certainly seems unfaithful to his own position in the letters' 
he wrote to Malthas, in which he tries to defend his own point of view 
by saying that “ production implies producing goods that are demanded,” and 
that consequently if there is any excessive production it is not the fault of 
production as such and cannot be regarded as over-produclion. In greater con- 
formify with his own views and mnch nearer the truth is his reply to an article 
by Sismondi published in 1824 in the ffttve eneyclopidique under the title 

la BuIarM its Comommalions avec Us Produciiems ((Eumi divents, p. 250). His 
statements vary from one edition to another, and anything more unstable than 
Say’s views on this question would be difScult to imagine. The formula “ Pro- 
ducts exchange for products ” is eo general that it includes everything, but means 
nothing at all ; for what is money, after all, if it is not a product ? 

» Letters to Malthns {(Euvrtg divtnet, p. 466). 

* ^ilalthus, Prir.zipl'.t of Poliiiccl Economy, Book H, chap. I, sect. 9. 
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of industrial progress and a checking of inventions. Such thoughts 
arouse his indignation, especially, as be remarks, tvlien it is remem- 
bered that even among the most flourisliing nations “ seven-eighths 
of the population are without a great number of products which would 
be regarded as absolute necessities, not by a wealthy family, but even 
by one of moderate means.” » The inconvenience— and be is never 
tired of repeating it — is not the result of over-production, but is 
the -effect of producing what is not exactly wanted.* Produce, 
produce all that you can, and in the natural course of events a lower- 
ing of prices will benefit even those who at first suffered from the 
extension of industry. 

In this once famous controversy between Say, MaJthus, Sismondt, 
and Ricardo (the latter sided with Say) wc must not expect to find 
a clear exposition of the causes of crises. Indeed, that is nowhere 
to be found. All wc have here is the expres.sion of a sentiment 
which is at bottom perfectly just, but one wlucli Say wrongly 
attempted to stale in a scientific formula. 

J. B. Say plays a by no means negligible part in the history of 
doctrines. Foreign economists have not always recognised him. 
Dlihring, who is usually perspicacious, is very unjust to l)im when he 
speaks of ” the labour of dilution ” to which Say des’oted his energies,’ 
Ilis want of insight frequently caused him to glide over problems 
instead of attempting to fathom them, and his treatment of polilirai! 
economy occasionally appears very superficial. Certain difficult ic.s 
are veiled with pure verbiage — a characteristic in which he is very 
frequently imitated by Bastiat. Despite Say’s greater lucidity, it 
is doubtful whether Smith’s obscurity of style is not, after all, more 
stimulating for the mind. Notwithstanding all this, he was faithful 
in his transmission of the ideas of the great Scotch economist into 
French. Happily his knowledge of Turgot and Condillac enabled 
him to rectify some of the more contestable opinions of his master, 
and in this'way he avoided many of the errors of his successors. 
l-Ic has left his mark upon French political economy, and had the 
English economists adopted bis conception of the rnireprcncur c.arlier, 
instead of waiting until the appearance of Jevons. they would have 
spared the science many useless discussions provoked by the work 

* Si‘r la Balance des Comommatfom avee U* Proiaellmo, p. Z52. 

‘ Hid., p. 251. 

* Duhring, Kriiixhe Getchichit der Ka!ior,a!6bar.onte vrJ irt , 

2nd cd., 1675, p. 1C5. For the other ride of the qccstion or.e cir.y prontslir 
peruse the interesting Btndy of Say contributed by M. Allix to the L'r-.e 
d’Semomit pofifigne, 1910 (pp, 303-311), s-nd the /teiwe d'HisCairt itt Dx^rir-^t. 
ieii,p.32i. 
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of a tliinker who was certainiy^ more profound but much less judirious 
than Say, namely, David Ricardo.^ 


CHAPTER ni: THE PESSHHSTS 

A KEW point of view is presented to us by the economists of whom 
we are now going to speak. Hitherto we have heard with admira- 
tion of the discovery of new facts and of their beneficent effects both 
upon nations and indi'vdduals. We are now to witness the enuncia- 
tion of new doctrines which cast a deepening shadow across the 
radiant dawn of economics, giving it that strangely sinister aspect 
which led Carlyle to dub it “ the dismal science.” 

Hence the term “ Pessimists,’^ although no reproach is impfied 
in our use of that term. On the contrary, we shall have to show 
that the theories of the school are often truer than those of the 
Optimists, which we must study at a later stage of our survey. "V^Tiile' 
nonainally subscribing to their predecessors’ doctrine concerning the 
identity of individual and general interests, the many cogent reasons 
which they have adduced against such beh'ef warrants our classifica- 
tion. The antagonism existing between proprietors and capitalists, 
between capitalists and workmen, is a discovery of theirs; Instead 
of the “ natural ” or “ pro^idential ” laws that were to secure the 
establishment of the “ order ” pro%-ided they were once thoroughly 
understood and obeyed, they discovered the existence of other laws, 
such as that of rent, which guaranteed a revenue for a minority of 
idie proprietors — a revenue that was destined to grow as the direct 
result of the people’s growing need ; or the “ law of diminishing re- 
turns,” which sets a definite limit to the production of the necessaries 
of life. \That limit, they asserted, was already being approached, 
and mankind had no prospect of bettering its lot save by the 
voluntary limitation of its numbers. ’ There was also the tendency 
of profits to fall to a minimum — imtil it seemed as if the whole of 

* Stanley Jevons {Theory of Poetical Ecor-omy, 3rd ed., ISSS) has recognised 
in too absolute a fashion, perbaie, the snperioriiy of the Preneb economists 
over Ricardo. “ Tho tme doctrine may be more cr Ices clearly traced tlirongh 
the writings of a succession of great French econormste, froin Condillac, Bandeau, 
and Le Trosns,- through J- B. Say, Hestutt de Tracy, Storch, and others, down 
to Bastiat and CouroeUo-Scnenil. The conclusion to which I am ever more 
cloarlv coming is that the only hope of attaimng a true Eystem of economics 
is to &'ng aside, once and for ever, the mary and preposterous assumptions of the 
Ricardian SchooL” (Preftieo, p. ilix.) 
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human industry would sooner or later be swallowed up by the 
stagnant waters of the stationary State. 

) Lastly, they deserve to be classed as pessimists because of their 
utter disbelief in the possibility of changing the course of these 
inevitable laws either by legislative reform or by organised voluntarj* 
effort. In short, they had no faith in what we call progress. 

But we must never imagine that they considered themselves 
pessimists or were classed as such by their contemporaries. This 
verdict is posterity’s, and would have caused them no little suq>risc. 
As for themselves, they seem to stand aloof from their systems with 
an insouciance that is most disconcerting. The “ present order of 
things ” possessed no disquieting features for them, and they never 
doubted the wisdom of “ Nature’s Lord.” They believed that 
property had been put upon an immovable basis when they demon- 
strated the extent of its denotation, and that the spirit of revolt had 
been disarmed by impressing upon the poor a sense of responsibility 
for their o^vn miseries.' 

The best known representatives of the school arc Malthus and 
Ricardo. They claimed to be philanthropists and friends of the 
people, and wc have no reason to suspect their sincerity.* Their 
contemporaries, also, far from being alarmed, received the new 
political economy with the greatest enthusiasm. A warm welcome 
•svas extended to its apostles bj' the best of English society,* and 
ladies of distinction contended with one another for the privilege 
of popularising the abstract thoughts of Ricardo in newspaper 
articles and popular tales.* 

' “The people must comprehend that thoynro themrelves the c-in'e of tlii'ir 
orvn poverty.” (Malthus, p. 458.) Doubtlcin this is the rc.von why JiL H.ah'vj’, 
among others, in his book /y liadtcali^me jihV.ofophi’juK, remarloi tKat Jtioirdn, 
Malthus, and their disciples were regarded or the exponents of optiniirm and 
quietism. ' But in what sense were they optimists t Of course fijey believed 
that the existing economic order is tho best po‘==iiiic, and f hat it would be impoviblt 
to change it for a better. That may be. But wo prefer to think of tliem as 
" contented pessimists.” 

* “ Every reader of candour inu-st aelmowlcdgo that tlie practie.a! d<-^'ign 
uppermost in tho mind of tho writer, with whatever want of judgincnt it may 
have been executed, is to improve tho condition and incmaso tho happ-ne.'.i of tk" 
lower classes of society.” It is with tliis dcclanit ion that Malthus brings hi*- Ikv.V 
on population to a close. 

• ilisB Edgeworth, a contomixaraiy of Bicardo, rtnte.s in her letter.' that 
political economy was eo much tho fashion tlmt distinguished l.adirs bti rr 
engaging a governess for their children inquired about her competence to te.aeh 
jJoliUcal economy. 

‘ Conrtrsniions on Bo.’itic.sf Economy, by Mrs. M.arcct {1816). of 

Political Economy, by Mass Marlineau (Ovols., cont-aining tuirty stor.e#, 
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Neither should \re omit to pay them full homage for the eminent 
services rendered -to the science, and among these not the least 
important was the antagonism which their theories aroused in the 
minds of the working' classes. Pessimists unwittingly often do 
more for progress than optimists. To these two writers fell the task | 
of criticising economic doctrines and institutions, a task that has j 
been taken up by other writers in the course of the century, but j 
which seems as far from completion as ever. Karl JIarx, another ! 
critic, is intellectually a scion of the Ricardian family. It would 
be a mistake to imagine that all their theories savour of pessimism, 
but their reputation has always been more or less closely linked with 
the gloomier aspect of their teaching. 


I ; lIALTHUSi 

SIalthus is best known for bis “ law of population J ’ That he was 
a great economist, even apart from his study of that question, might 
easily be proved by reference to his treatise on political economy, 
or by a perusal of the many miscellaneous articles which he wrote 
on vario\is economic questions. A consideration of many of these 
theories, notably the theory of rent, must be postponed until we 
come to study them in connection with the name of Ricardo. 

* Thomas Robert Malthas was bom in 17CC. His father, a country gentls- 
man, was a man of learning and a friend of most of the philosophers of Ins time, 
especially Hume, and, it also seems, J. J”. Eoossean. Ho was the youngest 
?on of the family, and was intended for the Church and given an excellent 
education. After leaving Cambridge he took a living in the country, but in 
1807 was appointed professor at a college founded by the East India Com- 
pany at Haileybury, in Hertfordshire, where h^. remained until his death in 
1834. Ho married when thirty-nine years of age, and had three sons and s 
daughter. 

Malthas was a young unmarried clergyman living in a small country parish 
when, at the age of thirty-two, he in 1798 published anonymously his famous 
Etsay on the Principle of PopiUaiion as it affects the Fviure Improvement of Society- 
His critics were legion. In order to devote more study to the subject, he 
took a throe years’ tour (1799-1802) on the Continent — avoiding France, because 
Prance at this period was anything but inviting to an Englishman. In 1603 be 
published — ^under his own name this time — a second edition, much modified and 
amplified, and with a slightly different title: An Essay on the Principle of 
Popndation, ora Tiers of its Past ani Present Effects on Svman Happiness. Four 
other editions were published during his lifetime; 

We must not forget his other works, although they were all eclipsed by lit 
sarliest effort. These were; The Principles of Political Econemy considered 
vith a View to their Practical AppHicalion (1820) ; A Series of Short Studies dealing 
irilh the Com Laws (1814^16) ; On Ber4 (1815) ; The Poor Law (1817) ; and 
finally H» Definitions in Pditied Ecor^my (1827). 
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The Latt of Popui^tiok 

Twenty years had elapsed since the publication of Smith’s im- 
mortal work, without economics making any advance, when the 
appearance of a small anonymo us volume, known to be the work of 
a country clergyman, caused a great sensation! Even after the 
lapse of a century the echo of the controversj' which it aroused 
has not altogether passed away; At first sight one might be led to 
think that the book touches only the fringe of economics, seeing 
that it is chiefly a s tatistical stu dy of population, or demography. 
as the science is called to-da; ^ But this new science, o) which 
Malthus must be regarded as the founder, was separated from the 
main trunk of economics at a much later date. Furthermore, we 
shall find that the influence o f his book upon all economic theories, 
both of production and distribution, was enormous . The essay 
might even be considered a reply to that of Adam Smith. The same 
title with slight modification would have served well enough, and 
James Bonar wittily remarks that Malthus might have headed it 
An Essay on tho Causes of the Poverty of Nations, 

The attempt to explain the persistence of certain economic 
phenomena by connecting them uith the presence of a . new factor, 
biological in its charact er and differingin its origin both from personal 
interest and the mere desire for profit, considerably expanded the 
economic horizon and announced the advent of sociolog>'. We know 
that Darw'in himself acknowledged his indebtedness to the work of 
Malthus for the first suggestion of what eventually became the most 
celebrated scientific doctrine of the nineteenth century', namely', the 
conception of the struggle for existence and the survi val of theJillnsl 
as one of the mainsprings of progress. 

There is no necessity' for thinking that the dangers which might 
result from an indefinite growth of population had not cng.aged the 
attention of previous writers. In France Buffon .and Montesquieu 
bad already shown some concern in the matter. But a numerous 
population w.as usually regarded as advantageous, and fear of excess 
was neve r entertained inasmuch as it was believed that the number 
of penplp-rcmdd-al ways bp limited bv the available means of su h- 
sistencc.^ T his was the v'iew of the Physiocrat Slirabcau, stated in 
his own characteristic fashion in his book L'Aini dcs Homines, wliich 
has for its sub-title Traiii de la Populatiou, Such a natur.il fact ns 
the growth of population could possess no terrors for the ndvoc.atcs 
of the “natural order,” Butin the writings of Godwin this *■ natural” 
optimism assumed extravagant proportions. His book on PcUtiea! 

* See Stangcland, Fre-Mahhusian Doctrinrs (Kew York, IWt). 

B.D * »= 
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J ustiar appeared in 1798 and greatly impressed the public, Godwin, 
it has been well said, was the first anarchist who was also a doc~^aire . 
At any rate he seems to have been the first to employ that famous 
phrase, “ G overnment even in its best state is an enl.” His illimit- 
able confid^ce in the~future of societj' and the progress of science, 
which he thought would result in such a multiplicity of products 
that half a day's work would be suflicient to satisfy every need, 
and his belief in the efficacy of reason as a force which would 
restrain personal interest and check the desire for profit, really en- 
titles him to be considered a pioneer. But life having become so 
pleasant, was there no possibility that men might then multiply 
beyond the available means of subsistence ? Godwin was ignorant 
of the terrible intricacies of the problem he had thus raised, and he 
experienced no difficulty in replying that such a result, if it ever 
came to pass, must take several centuries, for reason may prove as 
powerful in controlling the sexual instinct as in restraining the 
desire for profit. Godwin even goes so far as to outline a sodal Stat e 
in which reason shall so dominate sense that renroduction will c ease 
altoget lieiLOTid man become immortal^ 

Almost at the same time there appeared in France a volume 
closely resembling God^vin’s, entitled Esqtttsse d’un Tableau his- 
iorique des Progres de VEsprit humain, written by Condorcet (1794). 
It displays the same confidence in the possibility of achieving 
happiness through the all-powerful instrumentahty of science, which, 
if not destined actually to overcome death, was at least going to 
postpone it indefinitely.^ This optimistic book, written by a man 
who was about to poison himself in order to escape the guillotine, 
cannot leave us quite unmoved. But, death abolished, Condorcet 
finds that he has to face the old question propounded to Godwin : 
“ Can the earth always be relied upon to supply sufficient means of 
subsistence ? ” To this question he gives the same answer : either 
science wiU be able to increase the means of subsistence or reason 
Avill prevent an inordinate growth of population. 

It was inevitable, in accordance with the law of rhythm which 
characterises the movements of thought no less than the forces of 
nature, that such hasty optimism should provoke a reaction. It 
was not long in coming, and in Maltbus’s essay we have it developed 
in fullest detail. 

To the statement that there are no fim iKc tn the pmaxess-of 

* Godwin, Political JtisU'ce, Book Vlil, chip. 7 (reprinted. J>ondon, 1S90). 

’ "Man donbUess will never become immortal, bat it is possible that th< 
»paa of human life may b* indefinitely prolonged.” 


JIaIiTHUS ' 128 

mankind cither in weal t h or happiness, and that the fear, of ovci :^ 
population is illusory, or at any rat e so far remo ved that it need 
ca use no a pprehension, Jlalthus replied that, on the contrary, we 
Have in popula tio n an almost insurmountable obstacle, not merely 
l aming in the distant future, but pressing and insM snfc-^ — the stone 
of Sisyphus destined to be the cause of humanity’s ceaseless -toil 
and final overthrow. Nature has planted an instinct in man which, 
left to itself, must result in starvation and death, or vice. This is the 
one fact that affords a clue to men’s suffering and a key to the history 
of nations and their untold woes. 

Everyone, however little acquainted with sociological study, 
knows something of the memorable formula by which Malthus endea- 
voured to show the contrast between t he frightf ul rapidity with which 
population grows when it is allowed to take its own course and th e 
re lative slowness in the growth of the means of subsistence.! The 
first is represented by a geometrical series where each successive 
number is a multiple of the previous one. The second series increases 
in arithmetical progression, t hat is, by simple addition, the illustra- 
tion being simply a series of wliolc numbers : 


2 

o 


4 , 

8 


8 

4 


16 

5 


32 

6 


64 

7 


128 

8 


256 

g 


Every term corresponds to a period of twenty-five years, a nd a 
glance at the figures Avill show us that population is supposed to 
double every twenty-five years, while the means of subsistence 
merely increases by an equal amount during each of these periods. ; 
Thus the divergence between the two series grows with astonishing 
rapidity. In the table given above, containing only nine terms, 
the population figure has already grown to twenty-seven times the 
means of subsistence in a period of 225 years. Had the scries been 
extended up to the hundredth term a numerical representation of 
the divergence would have required some ingenuity. 

The first progression may be taken as correct, representing as it 
does the biological law of generation. The terms “ generation ” and 
“ multiplication ” are not used as synonyms without some purpose. 

It is true that doubling supposes four persons to arrive at the 
marriageable age, and this means five or six births if we are to allow 


* Chap. 8 is entitled “ The Error of Thinking that the Danger resulting from 
Population is Eemote.” “ There aro fow States in which there is not a constant 
effort in the population to incroaso beyond the means of- subiistonce. This 
constant effort as constantly tends to aubjoct the lower classes of eocicty to 
distress, and to prevent any great permanent amelioration of their condition." 
(P. 10.) 
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for the inen table wastage fro m infant mortalit y. This figure appears 
somewhat high to those who live in a society where limitation of the 
birth-rate is fairly usual. But it is certain that among living beings 
in general, including humankind, who are least prolific, the number 
of births where no restraint of any kind exists is really much higher. 
Women have been known to give birth to twent>~ or even more 
childreii. And there are no signs of diminish ing capacity among the 
sexes, for population is still growing. In taking two as his coefficient 
Malthus has certainly not overstepped the mark.^ 

The period of twenty-five years as the inten'al between the two 
terms is more open to criticism.® The practice of reckoning three 
generations to a century implies that an interval of about thirty- 
three years must elapse between one generation and another. 

But' these are unimportant details. , It- is immaterial whether 
we lengthen the inteiv^al between the two terms from twenty-five 
to thirty-three years, or reduce the ratio from 2 to or even to some- 

thing between 1 \ and 1-^. The movement will be a little slower, 
but it is enough that its p prnT |pf-rie<il efia , rnefpr.-gtir>tiM A i- l T m ' t. f 
-for however slow' it moves at first it will grow by leaps and bounds 
^ntil it surpasses all limits. These corrections fail to touch the real 
force of Malthus’s reasoning concerning the law of reproduction . 

The series representing the growth of the means of subsistence is 
also open to criticism. It is evidently of a more arbitrary character, 
and we cannot say~whether it is simply supposed to represent a 
possible contingency like the first, or whether it pretends to represent 
reality. At least it does not correspond to any known and certain 
law, such as the law of reproduction. As a matter of fact it rather 

* If two children were the normal isreo of every marriage, population would 
evidently di mini sh, for all the children will not reach the marriageahle age. Oi 
those that do all will not become parents. Experience Eccms to show that with 
a birth-rate of less than three per family population does not increase, or if 
it does grow at all it is almost imperceptibly. This is the case in France, where 
on an average there aro 2-70 births to every maniage. - 

To justify multiplying by two, llalthus regards a family of six as being a normal 
one. Of the six, two will die befo'rc attaining marriageable age, or will remain 
celibates, so that we are left with four, who will in turn become parents, and so wo 
have the series 2, 4, etc. 

= The statement that population donbles every twenty-five years might 
appear to be confirmed by the growth of population in the T]mted States. It 
is curious to find that the popnlation there during the nineteenth century 
conforms exactly to Malthns’s formula. In 1800 it was 6 millions. Doubling 
four times (4 periods of 25 years = 100) pves ns a population of 80 millions, 
which is actually the figure for 1905, five years after the end of the century. 
But of course this is pure chance, the increase resulting from immigration ra'her 
than a rising birth-r.rte. 
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Eccms to give it the lie ; for, in short, what is meant by means of 
sub sistence unless we are to understand the anim al and . vegetable 
species that reproduce themsel ves ac cording to tue same'laws~as 
human beings, only at a much faster rate ? The power of rcproduc- 
tion among plants, like com or potatoes, or among animals, like 
fowls, herrings, cattle even, or sheep, far surpasses that of man. To 
this criticism JIalthus might have replied as follows. This virtual 
power of reproduction possessed by these necessaries of life is in 


reality confined to very limited areas of the habitable globe. It is 


further restricted by the difficulty of obtaining the proper kind of 
nourishment, and by the struggle for existence. But if we admit 
exceptions in the one case why not also in the other ? It certainly 
seems as if there were some inconsistency here. As a matter of fact 
we have two different theses. The one attempts to show how 
multiplication or reproduction need not of necessity be less* rapid 


a mong plants or animat s than it is among men. The other ex- 
presses what actually happens by showing that the obstacles to 
the indefinite multiplicat ion ot men are not less numerous tb~aii the 
Jifiiculties in the wav of an indefinite multinlication of verclnbles 


or animals, or. in other words, that the former is a function of the 


latter. 

In order to grasp the true significance of the second formula it 
must' be translated from the domain of biology into the region of 
economics. JIalthus evidently thought of it ns the amount of corn 
yielded by a given quantity of land. The English economists could 


think of nothing exce pt in terms of com 1 W hat he wished to 
point out was that the utmost we can expect in this matter is that 
the increase in the amount of the han'cst should be in arithmetical 


progression — sa y, an increase of two hectolitres cvciy twenty-five 
years. This hypothesis is really rather too liberal. Lavoisier 
in 1789 calculated that the French crop jicldcd on an average 
about 7J hectolitres per hcct.arc. During tlic last few years it 
has averaged about 10, and if we admit that the increment has been 
regular throughout the 120 years which have since elapsed wc have 
an increase of 2 hectolitres per 25 years. This rate of increase has, 
proved sufficient to meet the small increase which has taken place in 
die population of France. But would it have sufficed for a popiiia- 
Con Rowing ns rapidly as that of England or Germany ? Assuredly 
not, for these countries, despite their superior yields, arc forr edjo, 
import from ouLsidc a great proportio n of the grain wliich they con - 
s ume. Tlie (jUChtl ^rurisCS'Xvlictlicr France can coniinuc indcfiiiitely 
on the same basis during the course of the coming centuries. Thu 
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is, indeed, unlikely, for there must be a physical Umit to the earth’s 
capacity on account of the limited -number of elements it contains, 
» The ^onomic Hmit %\-iU be reached still earlier beejiuse of the in- 
crewing cost of attemptinir to _car ry on production at these extreme 
limits . Thus it seems as if tbe lawof diminishi ng returns, •which we 
. must study later, ■were the real basis oFi he Malth^fmi laws althoug h 
Malthus himself makes no express mention of it. 

I It is a truism that the number of people who can live in any place 
(^nnot exceed the number of people who can gain subsistence there. 
^Any excessive population must, according to definition, die of 
^^iunger.^ This is just what happens in the animal and vegetable 
^ kingdoms. Germs are extraordinarily prolific, but their undue 
multiplication is pitilesslj’- retarded by a law which demands the 
death of a certain proportion, so that life, like a well-regulated 
reservoir, always remains at a mean level, the terrible gaps made 
by death being replenished by a new flow. Among savages, just as 
among animals, •u’hich they much resemble, a large proportion 
literally dies of hunger. lilalthus devoted much attention to the 
r study of primitive society, and he must be regarded as„one of the 
pioneers of prehistoric sociologj' — a subject that fa^ made much 
headw'a}' since then. 

He proceeds to show how insu fficient nourishment always brings 
1 a thousand evils in its tram , not merely hunger and death, . but als o 
1 epidemics and such terrible practices as cannibalism, infantidde, and 
^ \ slaughter of the old, as well as wa r, -n^ hich. even when not undertaken 
W ith a definite \dew to eating the conquered, always results in robbing 
4»4hera of their land and the food which it \delded. These are-the 


repressive 


\ But it may be replied that both among savages and animals the 
cause of this insufficiency of food is an incapacity for production 
rather than an excess of population. 

Malthus has no difficulty in answering this objection by showing 
how savage customs prevailed among such civilised people as the 
Greeks. And even among the most modern nations the repressive 

^ It was in this connection that Malthas penned those famous words -which 
have been so frequently brought up against him, elthougb they -wero omitted 
from a later edition. “ A m an -who is_born Jnto.a wn.rld already i/oss?ss:d,,if 
he cannot get .subsistence frem his parents on -whom he has a just demand, end 
if the society do not want his lahour, h.'’8 no claim of nyht to tiic srapJlert j>ort!oa 
of foodTand, in^ct. has no buamesa to be where he is. At Nature’s mighty feast 
there is no -cacant cover for him.. Abe.telis him bo be gone. On the other 
hand, let us remember his services in reoigaujiing public aesistanco in England 
in 1832 
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checks, somewhat mitigate;!] it is true, ore never really absent. 
Famine in the sense of absolute starv'ation is seldom experienced 
nowadays, except in Russia and India, perhaps, but it is by no 
means a stranger even to the most advanced communities. Tuber- 
culosis^ Vr'hich involves such terrible bodily suffering, is nolhin^buT" 
a deadly kind of famine. Lack of food is also responsible for the 
abnormally high rate of infant mortality and for the mcmaturc 
death of the n dnlt-jvorker. . As for war, it still demands~Tts toll’. ’ 
Malthus was living during the wars of the Revolution and the First 
Empire — bloody catastrophes that caused the death of about ten 
million men, all in the prime of life. 

In civilized communities equilibrium is possible through hurnaner 
methods, in the substitution of the prevent iy;e_eh_eckyrith its reduced 
birth-rate for the repressive check with iUs atmot liial death -rate. 

Here is an expedient of which only the rational and the provident • 
can avail themselves, an expedient open only to man. Knowing 
that his cliildren are doomed to die — perhaps at an early age — he may 
abstain from having any. In reality tins is the only efiicacious way 
\ of checking the growth of population, for the positive check only 
'excites new growth, just as the grass that is mown grov.-s all the 
'pore rapidly afterwards. The history of war furnishes many a 
'Striking illustration of this. The year folio wng the terrible war of 
1870-71 remains unique in the demographic annals of France on 
account of the sudden upward trend of the declining curve of 
natality. 

It was in the second editiou -of his book that Maitiius exp-anded 
his treat ment of the preventive checks, thus softening the somewhat 
harsher aspects of his first edition. It is very’ important that we 
should grasp his exact meaning. \Yc therefore make no apology for 
frequently quoting his views on one point which is in itself very 
important, but upon which the ideas of tiic reverend prestor of 
Ilnilcybury have been so often misrcprc-scntcd. 

The preve ntive check must be taken to im ply moral restraint. 

But does this mean abstaining from sexual inlereMlIie"7IUTlh^tirtr“ 
period of marriage after the birth, say, of three children, which may 
be taken as sufficient to keep the population stationary or moderately 
progressive? \Vc cannot find that Malthus ever advocated such 
abstention. We have already seen that he considered six children 
a normal family, i mplying the doubling of the popui.nUon rvt ry'.t'--- ' 
twenty-five years. Keitbcr is it suggested that six slionld he 
t.hc maximum, for he adds; “It may be said, perhaps, that evrr. 
this degree of prudence might not ahv.ays avail, as when a man 


128 


The Pessimists . 

marries he cannot tell what number of children he shall have, and 
many have more than six. This is certainly true.'" (P. 536.) 

But where does moral restraint come in t This is how he defines 
it : “ Restraint from marriage which is not followed by irregular 
gratifications may properly be termed moral restraint ” (p. 9) ; and to 
l&void any possible misunderstanding he adds a note ; “ By moral 
restraint I would be understood to mean a restraint from marriage 
from prudential motives with a conduct strictly moral during the 
period of thw restraint, and I have never intentionally deviated from 
^this sense.” All this is perfectly explicit.' He means abstention 
- from all sexual inter course outside the bonds of marrfa^ge, and 
the postp onement of marriage itself TmtH-suc h Um y as th g 'man'^ a. 
t ake u^n h imseii ttie responsibility 6noriDgmF~up a f^ilv — and 
even the complete renunciation dT'Baamage should 'the~econoniic 
conditions never prove favourable. 

Maltbus unceremoniously rejected the methods advocated by those 
who to-day bear his n^e, and expressly condemned all who favoured 
the free exercise of sexual connection, whether within or without 
the marriage bond, through the practice of voluntary sterilization. 
All these preventive methods are grouped together as ■vices and thei r 
eml effects contrasted with the practice of moral restraint. Malthus is 
equally explicit on this point, ” Indeed, I should always particularly 
reprobate any artificial and unnatural modes of checking population. 
The restraints which I have recommended are quite of a different 
character. They are not only pointed out by reason and sanctioned 
by religion, but tend in the most marked manner to stimulate 
industa'.” (P.572.) And he adds these significant words, so strangely 
prophetic so far as France is concerned : ” It might be easy to fall 
into the opposite mistake and to check the growth of population 
altogether.” 

It is quite needless to add that if Halthus thus made short work 
of conjugal frauds he all the more strongly condemned that other 
preventive method, namely, the institution of a special class of 
professional prostitute s.^ He would similarly have condemned the 
practice of abort ion, of which sc,arcely anNiJiing was heard in his day, 
but which now appears like a scourge, taking the place of infanticide 
and the other barbarous practices of antiquity. Criminal law seen^ 
» “ The efiect of anj-thing like a proraisctions intetcoTrrce which prcvcnU« Ir.s 
birth of children is cticcnSly to weaken the best afiectlona of tbs heart and in 
a very marked manner to degrade the female charaeter. -^nd any other inter- 
coarse would, without iciFroper arts, bring ns tnnnx children into tbeeoehty ci 
marriage, wilb a much greater probability of their b-ecoming a turcI' K to it.” 
IT. 450.) 
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powcriess.to. suppress it, and it has alrcadKr ecelvcd the sanctio n, of a 
new morality. 

But apart from the question of immoral practices, did Malthus 
really believe that moral restraint as he conceived of it would 
constitute an effective cheek upon population ? 

He doubtless was anxious that it should be so, and he tried to 
rouse men to a holy crusa de ag ainst this worst. of all social evils. 
“ To the Christian I would say that the Scriptures most clearly and 
precisely point it out to us as our duty to restrain our passions within 
the bounds of reason. . . . The Christian cannot consider the 
difficulty of moral restraint as any argument against its being his 
duty.” (P. 452.) And to those who uish to follow the dictates of 
reason rather than the observances of religion he remarks ; '* This 
virtue [chastity] appears to be absolutely necessarj' in order to avoid 
certain evils which would otherwise result from the general laws of 
nature.” (P. 452.) ' 

At bottom he was never quite certain as to the cfllcacy of morn! 
restraint. The threatening hydra always peered over the fragile 
shield of pure crystal with which he had hoped to do battle.* IH also 
felt that celiba cy might not m erely be ineffective, but wo uld actually 

‘ “These considerations show that the nature of chastity is not, as tome 
have supposed, n forced produce of artificial Eocicly ; but that it has tlie most 
real and solid foundation in nature and reason ; 1>eing apparently the only 
virtuous means of avoiding the vice and misery which result ro often from the 
principle of population.” . (P. 450.) 

Ho also notes that this virtue has usually been especially commended to 
women, but that “ there is no reason for supposing that the violation of the laws 
of chastity arc not equally dishonourable for both sexes.” Maitbus evidently 
believed in one moral law for both sexes. 

Consequently whenover the reverend gentlemen is reproached with cnconrr.g- 
ing blasphemy, a point upon which ho is particularly sca'itlvD — for example, 
when it is pointed onf that God's injunction to man was to inoreas' and multiply 
— bo has no difiicnlly in showing that if procreation is the wii! of Providence, 
chastity is dictated by Christianity, and that the glorious work of chartily is to 
aid Providence in keeping oven the balance of life. 

’ “ Of the other branch of the preventive check, which comes und-r the 
head of vice, though its efiect appears to have been very considerable, yet np'jn 
the whole its operation rcoms to have been inferior to the ivD'-itivc check*-" (P. 140.) 

“ I have said what I conceive to be strictly true, that it is our duty to d*fer 
marriage till we can feed onr children ; and that it is also our duty not to indulge 
onrsolvcs in viciou.* gratifie-ations ; bnt I have never said that I expected either, 
mneh less l>oth, of the.'o dutic-s to ho completely fulfilled. In this and a ntimlxr of 
other case,'’, it may happen that the viol.ation of one of two duties will f.n.tli!'- a 
man to perform the other with greater facility. . . .’The mor-alisi i* pliil Ivmnd 
to inculcnto the practice of both duties, and each individual must be left t-sac; r.r l-.r 
conscience shall dictate.” {P. SCO.) 
nj». , tri 
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prove dangerous by provoking the vices it vras intended to ch eck. 
Its prolongation, or worse still its perpetuat ion- could never be favour- 
abte to good mor ^. ^ — — 

I'laltbus was faced with a terrible dilemma, and the uncom- 
promising ascetic is forced to declare himself a utilitarian philosopher 
of the Benthamite persuasion. BLe has now to condone those prac- 
tices which satisfy -the sexual instinct without involving maternity’, 
although at an earlier stage he characterised them as vices. It 
seemed to him to be the lesser of two evils, for over-population ^ is 
itse lf th e . naii . sp-gf m uch immorality, with its misery, its promiscu ous 
l ^angjand licence . All of which is very true.* At the same time the 
rule of conduct now prescribed is no longer that of “ perfect purity.” 

It is, as he himself says, the grand rule of utility. “ It is clearly our 
du ty gradual ly to acquire a' habibof grati^ung our passion, only in 
t hat way which is unattended with evil.” (P. 500.) - These concessions 
only served to'prepare the way for the Neo-Malthusians. 

I\lalthus gives vs a picture of man a t the cross-ro ads. Straight 
in front of Iiim lies the road to misery, on the right the path of virtu e,^/ 
while on the lef t is the way of vice. Towards the first man is im- 
pelled by a blind instinct. Slalthus warns him to rein in his desires 
and seek escape along either by-road, preferably by the path on-his 
right. But he fears that the number of those who wiU accept his 
advice and choose *‘ the strait rn ad-nf .salgariotiJ’ Avill be very small. 
On the other hand, he is unwilling to admit, even in the secrecy of his 
own soul, that most men will probably follow the road that leads on to 
vice, and that masses will rush down the easj’^ slope towards perdition. 

In any case the prospect is anything but inviting. 

No doctrine ever was so much reviled. Imprecations have been 

* “ I shoold be extremely sorry to say anything which could either directly or 
remotely bo construed unfavonrably to the cause of virtue ; but I certainly cannot 
think that the vices which relate to- the sex are the only vices which are to bo 
considered in a moral question.” {P. 462.) Malthas omite to mention the 
particular vice which he has in mind. " I have not the slightest hesitation in 
e 33 -ing that the prudential check [note the word — no longer “ moral restraint ”j 
to marriage is better than premature mortality.” ■ (P. 560.) We are far removed 
from the first edition, where there is no mention of a third alternative between 
chastity and vice. 

* “Abject poverty is a state the most unfavourable to chastity that can 
well bo conceived. . " • There is a degree of squalid poverty in which if a girl 
was brought up I should say that her being really modest at twenty was an 
ebsjlnte miracle.” (P- 464.) And elsewhere he writes! I maintain that the 
diminution of the vice which results from poverty would ailord a sumcieriJ 
compensation for any other evil that might follow.” 
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Ebowered upon it ever since Godwin’s memorable description of it as 
“ that black and terrible demon that is alway s ready to stifle the 
hopes of humanity.” 

Critics have declared that all Malthus’s'economic predictions havc 
been falsified by the facts, that morally his doctrines have given ^ 
rise to the most repugnant practices , and not a few French writers 
are prepared to hold him responsible for the decline in the French 
birth-rate. What are we to make of these criticisms ? 

Histor y certainly has not confirm e d his fears. No single country 
has shown that it is suffering from oyer-population. In some cases 
— that of France, for example — population has increased only very 
slightly. In others the increase has been very considerable, but 
nowhere has it outstripped the increase in wealth. 

The following table, based upon the decennial censuses, gives 
the per capita wealth of the population of the United States, the 
country from which Malthus obtained many of his data : 


Year 

Dollars 

Year 



Dollars 

1860 

. . . 308 

1890 

* 


, 1036 

1800 

, 614 

1900 



. 1227 

1870 

1880 

. . . 780 

. . . 870 

1006 

• 


. 1370 


In fifty years the wealth of every inhabitant has more than 
quadrupled, although the population in the same interval also shows 
a fourfold increase (28 millions to 02 miIIions).i 

Great Britain, i.e. England and Scotland, at the time Malthus 
wrote (1800-5), had a population of 10^ millions. To-day it has 
a population of 40 millions. Such a figure, had he been able to 
foresee it, would have terrified Malthus . But the wealth and 
prosperity of Great Britain have in the meantime probably quad- 
rupied also. 

Does this prove the claim that is constantly being made, that 
Malthus’s laws are not borne out by the facts ? We think that it is 
correct to say that the laws still remain intact, but that the conclu- 
sions which he drew from them wer e unwarrante d. No one can 
deny that living beings of every kind, including the human 
species, multiply in geometrical progression . I..eft to itself, with 
ho check, such increase would exceed all limits. The increase of 

’ Tlic'io figures only give tho values eiprcs'od in money by cajiitulising them 
fct (ho market rate of interest, which gives a rather fidifious result. It doe? 
not Warrant the holiel that nn American citizen of to-day, however much hif 
consumption may have increased, is any better oft than his ancestor*. 
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. . industrial products , on the other hand, must of necessity be limited 
the numerous conditions jrbieb regulate all production— that is, ' 
<'»^by the amount of space available, the quantity of rav material nf 
' y. capital and labour, e tc. If the growth of population has not out- 
stripped the increase in wealth, but, as appears from the figures 
we have given, has actually lagged behind it, it is because population 
has been voluntarily limited, not only in France, where the preven- 
tive check is in full swing, but also in almost eveiy other countiy. 
This voluntary limitation which, gave Malthus such trouble is one 
of the commonest phenomena of the present time. 

Malthus’s apprehensions appear to involve' some biological con - 
fusion. T he sexual a nd the reproductive instincts are by no m eans 
one and the same ; ^ they are governed by entirely different moHvS^ 
Only to the first can be attributed that character of irresistibility 
which he wrongly attributes to the second. Th e first is a m ere 
animal instinct -which rouses the most impetuous of passions and is' 
common to all men. The second is frequentlj’’ social and religious 
in its origins, assuming different fonhs according to the exigencies of 
time and place. 

To the reh'gious peoples who adopted the laws of Jloses, of Manu, 
or of Confucius to beget issue was to ensure salvation and to realise 
true immortality.* For the Brahmin, the Chinese, or the Jew not to 
have children meant not merely a misfortune, but a life branded with 
failure. Among the Greeks and Romans the rearing of child ren was 
a j;acred duty la id ufion pvprv citizen and pa^ot. An aristocratic 
caste demanded that the glories of its ancestors and founders should 
never be allowed to perish for the want of heirs. Even among the 
working classes, whose lot is often miserable and always one of 
economic dependence, there are some who are buoyed up by the 
hope tha t the -more children they have J keJatgeg-w i l l - b o their - w eeldv 
earnings and the greater t^r power of ^listing public S3m3pathy. 

* These differ, again, from the desire for marriage, which is influenced by other 
I considerations. French people marry in order to have a home, but a desire for a 
' homo and a desire for love or for children are very different things. 

* " By a son a man obtains victory over all people ; by a son’s son he enjoys 
immortality ; and afterwards by the son of that grandson he riches the solar 
abode.” “The son delivers his father from helL” “A son of a Brahmin if 

‘ ho performs virtnous acts redeems from sin his ten ancestors,” (P. 105.) 

This is Mann’s law, which Maltbns qnotes in support of his contention. But 
he failed to see that ns soon as one begins to doubt Mann’s teaching the argument 
18 the other way. One of the reasons why sterility was considered a diriionoar by 
Jewish women was that each of them secretly hoped that she might become the 
mother of the promised Messiah. But when the Jews ceased to hope for the 
Deliverer that was to come, then the incentive bo childbirth was gone. 
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And in every new country there is a demand for labourers to 
cultivate its virgin soil and to build up a new people. - 

The reproductive instinct, on the other hand, may be thwarted 
by antagonistic forces — ^by the selfishness of parents who shun their 
responsibilities, or of mothers who dread the pains and' perils of 
child-bearing; by the greed of parents who would endow old age 
rather than foster youth ; by the desire of women to enjoy inde- 
pendence rather than seek marriage ; by the too early emancipatiofa 
of children, which leaves to the parents no gains and no joys beyond 
the cost and trouble of upbringing ; by insufficient house-room or 
exorbitant taxation, or by any one of a thousand causes. 

Thus the considerations that influence reproduction are infinitely 
varied, and being of a social character they are neither necessary nor 
permanent, nor vet universal. They may very well be defeated by 
motives that belong to the social order, and this is just >vhat happens. 
And it is at least possible to conceive of a state of society where 
religious faith has vanished and patriotism is dead, where the family 
lasts only for one generation, and where all land has been appropriated 
so that the calling of the father is denied to the son ; where existence 
has_ again become nomadic- and suffering unbearable,' and where 
marriage, easily annulled by divorce, has become more or less of a 
free union. In such a community, w-ith all incentives to reproduction 
removed and all antagonistic forccs-i n full operation, the birt h-rate 
would fall to zero. And if all nations have not yet arrived at this 
stage they all seem to be tending towards it. It is true that a new 
social environment may give rise to new motives. We believe 
that it will, but as yet w-e are ignorant of the nature of these 
promptings. 

Paradoxical as it may seem, the sexual instinct pla 3 ''s quite a 
secondary role in the procreation of the human species. Natmre 
doubtless has united the two instincts by giving them the same organs, 
and those who believe in final causes can admire the ruse which 
Nature has adopted for securing the preservation of the species bi- 
coupling generation with sexual attraction. But man has displayed 
' ingenuity even greater than Nature’s by separating the two functions. 
He now finds that (since he has known how to get rid of reproduction) 
he can gratify his lust wthout being troubled by the consequences. 
The fears of Malthus have vanished ; the other spectre, race suicide, 
is new casting a gloom over the land. 

Malthus’s condemnation of such practices was of little avail. 
Other moralists more indulgent than the .master have given them 
their sanction by endeavouring to show that this is the onlj- way in 
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vrhich men can perform a doubly function, on the one hand civinc 
full scope to sexu al instin ct in accord ance ivith thephysioioHcaTand-- 
^ydiological laws of their b eing, and on the other ta ldnp care 
tol^ve such a supreme duty as that of child-bearing t^Tmere chan^ 
and not to impose upo n vromank ind such an ex hausting task as 
^hat of maternity save~vrhen freely and voluntarily und^ak cn7~ 
Tius~Is quite contrary to the pastor’s teaching concerning moral 
restraint. The Neo-Malthusians, on the other bend, consider his 
teaching very immoral, as being contrary to the la-ws of phj’siology, 
infected -vrith ideas of Christian asceticism, and altogether worse 
than the evil it seeks to remedy. His rule of enforced celibacy 
might, in their opinion, involve more suffering even than want of 
food, and late marriages s implj*^ constitute an outrage upon morality 
by encouraging prostitution and increasing the number of illegitimate 
births. The Neo-Malthusians ^ persist in regarding themselves as 
his disciples because they think that he clearly demonstrated, despite 
himself perhaps, that the exercise of the blind instinct of reproduc- 
tion must result in the multiplication of human beings who are 
faced by want and disease and liable to sudden extinction or slow 
degradation^ and that the only way of avoiding this is to check the 
- instinct. 

There is reason to believe, however, that were Maltbus now alive 
he would not be a Neo-JIalthusian. He woxild not have willingly 
pardoned his disciples the perpetration of sexual frauds which enable 
man to be freed from the responsibilities which Nature intended 
him to bear. Nevertheless we must recognise that the concessions 
which he made prepared the way for this further development. 

Jfalthus did not seem to realise the full import of these delicate 
questions which contributed so powerfully to the overthrow of his 
doctrine. Especially is this true of the emphasis which he laid upon 
chastity, involving as he thought abstention from the joys of mar- 
riage. - Such celibacy he would impose only upon the poor.^ The 

. ■ - » Keo-MalthurianiBin dates from thp publication of Hr. Drysdale’s book. 
Elements oj Social Science, in 1854, bat the Mnltfan.'^ian League came into 
existence only in 1877. Daring the last few years the movement seems to * 
have taken bold everywhere, especially in France, where we would least have 
. expected it, 

* He categorically declares that “ wc must suppose the general prevalence 
of such prudential habits among the poor as would prevent them from marrying 
when the actual price of labour joined to what they might have saved in their 
single stato would not give them the prospect of being able to support a wife 
and five or sir children vrithont assistance.” (P. 53S.) llarrisgc seems pro- 
hibited to every worker whose waves are not enough to keep eight potsons, 
which practicaliy would mean that no workman could many. 
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rich^ sre obviously so circumstanced that children cnnnnt he n 
hindrance , — lYeknow v/cll enough that it was in the interests of the 
p oor themselves that Malthus imposed his cruel law “ not to bring 
beings into the world for whom the means of support cannot be 
found.” But that does not prevent its emphasising in the most 
heartless fashion imaginable the inequality of their conditions, forcing 
the poor to choose between want of bread and cclibacja .Malthus 
gave g quietus to the old song which eulogises love in a cottage ns the 
very acme of happiness. It is only just to remark, however, that he 
does not go so far as to put an interdict upon marriage altoig.'thcr, 
which is actually the case in some countries. The old liber.-.! econo- 
mist asserts himself here. He sees clearly enough that, leaving aside 
all humanitarian considerations, the remedy offered would be vvorsc 
than the evil, for its onl}’ result would be a diminution in the niinibcr 
of legitimate children and an increase in the number of those born 
out of wedlock.^ 

When telling the poor that they themselves were the authors of 
their misery,* because of their improsddent liabits, their early 
marriages, and their large families, and that no written law, no 
institution, and no effort of charity could in any way remedy it, he 
failed to realise that lie was furnishing the propertied classes with n 
good pretext for dissociating themselves from the fate of the working 
classes.® And during the century which has passed since he wrote 

* “ I have boon ncousod of proposing a law to prohibit Ibc jwor from fn.arrjang. 
This is not true. ... I am. indeed, most decidedly of opinion that nnr iwifive 
law to limit tho ago of mnrringc would bo botli unjust and immoral.” (P. M7.; 

* It is worth wliilo recalling tho parrr.gc to wliicli wc have alrc-ady ir.eider.'.ahy 
drawn attention: “Tho poor aro thimFolTo.s the cau.-;t' of their ovai joverty.” 
(P. 458.) 

* His views concerning charily are cxcc-cdingly interesting, and arc dlnclly 
conneoted with his theory of population. Thb wap the practic-al quwticn elxiut 
which ho was most concerned, and hi.s influence in this direction has ben very 
coasidcrablo. Ho showed himself an uncoin promising opponent of the Kngiidi 
Poor Law as it then esi.stcd. .Sjjc.ahing ol the fatnona 43rd o! l.hi.ab_t!i, i;e 
declares that one of ita clauses ia “ as arrog.aut and ns nb'^ard an ij it had tnr.cted 
that two cars of wlicat should in fuliirc prow where one only Ind groim be fere. 
Canute, when be commanded tho waves not to wet bis princely frwf, did not in 
reality assume a greater jjower over ihv laws of luature.” fcinct? p:.'t,!:r .i', 
cannot create wealth, it cannot cither beep alive a single panj-er. “ It rray 
at first npiiear strange, but I believe it is true, that I cannot by mer.rr’ of n.o.-.'-y 
raise the condition of a poor man . . . witliont proportionally deprr.-p-.i-.r otS-rt 
in tho same" cln-ss." But it may be pointed out that although rlurrity t-.nr.rl 
beget wealth it docs traasfer a certain portion of wealth from the pc-jS.et< o' ths 
rich to fill tho moutlis of tho hungry poor. The eo.vumption of the on- 
inoreased just as much as tho other's i.« decreased. 

Kot only does he condemn charily in the way of 8.i:r.«pv, g, but t.bo th» 
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the way to every comprehensive scheme of socialistic or communistic 
organisation has been barred and every projected reform which 
claimed to ameliorate the condition of the poor effectively thwarted 
by the argument that the only result would be to increase the 
number of participators as well as the amount to be distributed, 

, and that consequently no one would be any the better off. 

lYhatever opposition Malthus’s doctrines may have aroused, his 
teaching has long-since become a part and parcel of economic science. 
. Occasionally it has thwarted legitimate claims, while at other times 
it has been used to buttress some well-known Classical doctrine, such 
as the law of rent or the wages fund theory. On more than one 
occarion it has done service' in the defence of family life and privnfp 
property, two institutions which are supposed to act as effective 
checks upon the growth of population, because of the responsibilities 
which they involve.^ 

practice of giving work for charity's sake. He admits an exception in the 
case of education, of which everybody can partake without making anyone 
else the poorer. Such arguments wonld seem' to imply the prohibition of 
all charity, whether pnhli6 or private, and as a matter of fact he demands 
the gradual abolition of the Poor Laws and of every kind of systemafio 
assistance which oSers to the poor any kind of help upon which they can 
always reckon. But he recognises the '“good results of private charity, dis- 
criminately and occasionally exercised.” Though he failed to remove the Poor 
Laws, the effect of his teaching is clearly seen in the Poor Law Amendment Act 
of I83L 

Malthns's doctrine is just the reverse of the social teaching on the question in 
France at the present time. There you have an attempt to substitute solidarity for 
Christian charity. That means that the poor should be able to demand assistance, 
not as a gift, but as a right, and that the' place of individual or private charity 
should be taken by a public institution with a view to giving effect to this. Hii 
teaching concerning the preventive obstacle has been so thoroughly taken to 
heart that there is not much fear of legal assistance resulting in a growth of 
population. 

' Itisnotproved, however, that such were Llalthus’s views. Private property, 
at least peasant proprietorship, acts as a stimulus to population. And it is very 
curious to think that he should have taken his illustration from France, where 
the multiplication of small farms is considered one of the causes of the falling 
birth-rate. “At all times the number of small farmers Md proprietors in France 
was great, and though such a state of things is ly no means favourable to the 
clear surplus produce or disposable wealth of a nation, yet sometimes it is not - 
unfavourable to the absolute produce, and it has always a strong tendency to 
encourage population.” And again : ” Even in France, with all her advantages 
of situation and climate, the tendency of population is so great and the want of 
foresight among the lower classes so remarkable . . .” Godwin and Young 
express similar opinions. The biter is quoted by Malthus : “ The predominant 
evil of the kingdom b the having so great a popnbtion that she can neither 
emplov nor feed it." (P. 509.) 

■M^age. ilfdthus thought, had a restraining iafiuccce upon population. IT.- 
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The population question bos lost none of its importance, although 
It has somewhat changed its aspect.. What 3falthus caficci the 
preventive check has got such a hold of almost every country that 
modern economists and sociologists are concerned not so much 
with the question of an unlimited gro^vth of population as ^Yilh the 
regular and universal decline of the birth-rate. Everyone is further 
agreed that the causes must be social. 

It is not enough to say that the cause is a deliberate determina- 
tion of parents to have no children or to have only a limited number. 
The question is, Why do they decide to have none or to limit their 
family to' a certain number only? Why is this limitation more 
marked in France than elsewhere, and why is it more pronounced 
there to-day than it was say two or three generations ago ? The 
spec ial causes which apply to the France of 'to-day must somehow 
be discovered, and suc h causes may be expected to be less active 
elsewhere. It may be that Paul Leroy-Iicaulieu is right when he 
claims that the progress of cinlisation must alwaysmean a declining 
birth-rate, b ecause the fresh needs and desires and the extra cxpcndF 
ture which it necessarily involves arc incompatible with the duties y 
and responsibilities of maternity. It is possible that it diminishes 
as democracy advances, because the latter strengthens the tele- 
scopic faculty and qiuckens the desire to rise in the social scale as 
rapidly and as effectively as possible. M. Dumont, who advocates 
this view, has happily named it the law of capillarity.^ M ore 
precise causes are sometimes invoked, but they vaiy' according 
to the particular school that formulates them. Lc Play thinks 
that it is due to the practice of social inheritance. Paul Bureau 
takes it as a sign of the weakening of moral and religious belief, and 
of the growth of intemperate habits of every kind — alcoholism, 
debauchery, etc. Unfortunately none of the explanations given seem 
quite satisfactory, ^n'd-o second J^Ialthus'fs required to open up a new 
cliapter in the liistory pf demography,'^ 

-ndniits that the simplest and mo'^t natural obstncle is fo oblipe overj- IrV.h'-: 
to rear his own children. He nUo admits that tho sbnmc which the* tr.otii’-r o'. 
b bastard and her child have to endure is a matter of social nccer^ily. He dfv-. 
not approve of forcing tho man who has betrayed a wom.in to marry, h;-*! he 
declares that seduction ought to bo seriously punished. Tliis I* the view 
commonly adopted to-day, but it wnn very novel thca. 

* There arc some sociologbts who, like Halihu.s. wtudd seek an 
both of depopulation and of over-population in bioh-picsl ran.'cA. Fourl-r rmd 
Dbnbkday, for example, are among the numl»er. Douhleday, who wro'.e feny 
years before Malthu-s, believed that fecundity raried invertely with rulsif.er.w, 
and that this acted as a kind of natural check upon th" growth of popchti-n. 
There are others, agato, who think that reproductive capacity Tarirs iavcriely 
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11 : RICARDO 

Next to Smith, Ricardo is the e^eatest name in economic s, and 
fiercer controversy has centred round his name than ever " raged' 
around the master s. Smith founded no school and his wisdom and 
moderation saved him from controversy . ‘Hence every economist, 
whatever his views, is found sitting at his feet straining to catch the' 
divine accents as they fall from his lips. 

But Ricardo was no dweller in ethereal regions. He was in the 
thickest of the fight— the butt of every shaft. In discussions on the 
question of method the attack is always directed a gai nst Ricardo, 
who is charged with being the first to lead the science into ^e fruitless 
paths of abstraction. The Ricardian theory of rent affords a targe t 
for every Slarxian in his general attack upon private property . The 
RicardiatT^eoiy of value is the starting-point of modem socialism — 
a kinship that he could never have disavowed, however little to hi s 
taste. The same thing is true of controversies concerning banks 
of issue and international trade : Ricardo’s place was ever with 
the vanguard. 

His defects are as interesting as his merits, and have been equally 
influential. Of his theories, especially his more characteristic ones, 
there is now little left, unless we recall what is after all quite ns im - 
portant — the criticisms they aroused and the adverse theories wliich 
they begot. The city banker %vas a very indifferent writer, and his 
work is adorned with none of those beautiful passages so charac- 
teristic of Smith and Stuart Mill. No telling phrase or striking 
epithet ever meets the eye of the reader. His principal work is 
devoid of a plan, its chapters being mere fragments placed in 
juxtaposition. . His use of .the hypothetical method and th e-gpu- 
s tant appeal to imaginary conditions makes its read lD g_a task o f 
some difficulty. This abstract method has long held dominion over 
the science, and it is still in full actmty among the Mathematical 
economists. His thoughts arc penetr.iting, but his exposition is 
frequently obscure, and a remark wbich he, makes somewhere in 
speaking of other %vriters, namely, that they seldom know their o\’m 
strcngtli, may very appropriately be applied to him. But obscurity 

'trith intcUeclaal actmty. Eolb explanations seem to sn^gest n kind of oppo- 
sition between the development of the individual and the progrees of the race 
which is very Buggestive. But their view? have not gained many adh'.-ents. 

If they arc over proved, which is not very likely, the prospect is not an atlractirc 
one. It would mean that tho=c nations and classes who have risen (o a po?ition 
of ease through their superior culture wouid disappear, while the poorer, nnen!- 
turt-3 masses would continue to^increase. 
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of style has not clouded his fame. Indeed, it has stood him in goock' 
stead, as it did Marx at a later date. \Ve hardly like to say that a\ 
great writer is unintelligible — a feeling prompted partly by respect | , 
and partly arising out of fear lest the lack of intelligence should really ^ 
be on our side. The result is an attempt to discover- a profound 
meaning in the most abstruse passage — an attempt that is seldom 
fruitful, especially in the case of Ricardo. 

It is clearly impossible to outline the whole of this monumental 
work. We sliall content ourselves with an attempt to place the 
leading conceptions clearly before our readers.^ 

Speaking generally, Ricardo’s chief concern is wi th_th c-distribu - 
tion of wealth. He was thus instrumental in op en ing up a new 
field of economic inquiry, for his predecessors had been lartiely 
engrossed with production. “ To determine the laws which regulate 


* David Ricardo was descended from a .JewLfh family origin.-xlly domiciled in 
Holland. He waa bom in 1772 in London, where bis father had ecttled as a Block- 
broker. He entered business at an early age, and eoon became thoroughly con 
veraant with the intricacies of banking and exchange. On the occie-ion of his 
marriage ho changed his religion, and thus incurred the disidcasure of his 
family. Setting up as a broker on his own account, he w.as not long in amn.*fit;!; 
a Lugo fortune, estimated at about £2,000,000 — an enormous turn for lho”e 
days. 

Naturally enough his earliest interest in economics centred round b.'nking 
questions. The French wars had cawed a depreciation in the value ot the 
bank-note, and this aroused the interest not only of the epcciali:lK. but ab'o of 
Iho public. His first essay, published in 1810, when he was tiiirty-cight years of 
ago, was entitled Tht High Price of Bullion a Proof of the Dcprecinison of Bank- 
nolu. It was soon followed by other studies dealing with banks and with the 
credit system. But- these short polemical efforts gave scarcely any indication 
of the great attention whiclj ho was bestowing upon the principles of the tcier.cc. 
His interest was jirimarily personal, for it appear:; that he had no intuiiicn 
of publishing anything on the subject. In 1SI7. however, thexciuks were revn 
in a volume entitled The Prineiplee of Political Economy. Ricardo tbs bn'in>-.<3 
man could hardly have guessed that it would shako the capitalistic eciific'' to 
its very foundations. 

In 1810 ho was elected a member of (he Hocso of Commons, but ho wa» c- 
indiflercnt a speaker as he wa.s uTitcr. He was always listened to. however, r.’.th 
the greatest respect. "I have twice attempted to rpcak.” he writes. " im; I 
proceeded in the most embarrassed manner : and 1 have no hoi'c of co:)qur::r.g 
tho alarm with which I am assailed the moment 1 hear the round of my or.-a 
voice.” In 1821 ho founded the Political Economy Club, the enrlirM of thc's 
numerous societies for the study of economic fubjccts which Lave rinee btstrs 
established in every country. In 1822 he published a worfccn /VctfrtjV-ati ^rri- 
ailture. The following year ho died, at the comp.-rslivr ’.y early .age of t'.fiy<r.e. 

Since his death all his wrilinrs have Wn cvrcfuHy of.Ilrotcd. ai;d h- j eerre- 
spondenco with tho chief cconomista of his d.ay, with Maltlm’, MtCulItO'rh, acd 
Say, published. Tlio corrc.spondrnce is cxuciaely ira j-orlanl (or »n tmdrrr lan'i-R j; 
of hi* doctrinee. 
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distribution i s the principal problem in political economr.” 
We have already some acquaintance -rrith the tripartite divisiM Tof 
revenues corresponding -with the threefold division of the factors ot 
production— t he rent of land, the profits of capital, and the wa^es 
of kbour. - Ricardo wanted to~de^mine the in ■iyhichlhis 
dmsion took place and -what lavra regulat ed the proportion u-hlch 
each daimani got. Altiiough unhampered by any preconceptions 
concerning the justice or injustice of distribution, we can easily 
understand how he ushered in the era of polemics and of socialistic 
discussion, seeing that the natural laws pale into insignificance 
' when contrasted with the influence wielded by human institutions 
and written laws. The latter override the former, and individual 
interests which may co-operate in production frequently prove 
antagonistic in distribution. 

We shall foUow him in his exposition of the laws of rent, wages, 
and profits, but especially rent, for according to him the share given 
to land determines the proportions which the other factors are going 
to receive. 

One would imagine that an indispensable preliminary to this study 
' would be an examination of the Ricardia n theory of value , especially 
when we recall the importance of his theory of labour-value in the 
historv’- of economics doctrine and how it prepared the way for the 
Marxian .theory of surplus valu^ which is the foundation-stone of 
contemporary socialism, jjespite all this we shall only refer to his 
theorj’^ of value incidentally, and chiefly in connection with the laws of 
distribution. We have Ricardo’s own authority for doing this : 

' “ After all, the great problem of rent, of wages, or of profits might 
^be elucidated by determining the proportions in which the total 
product is distributed between the proprietors, the capitalists, and the 
workers, but this is not necessaril3’’ connected with the doctrine of 
value.” ^ 

It is, moreover, probable that Ricardo himself did hot be^n with 
an elaborate theory of value from which he deduced the laws of 
distribution, but after having discovered, or having convinced 
himself that he had discovered, the laws of distribution he attempted 
,to deduce from them a theory of value. One idea had haunted 
] him his whole life long, nameh', that with the progress of time nature 
.'demanded an ever-increasing application of human toil. No doubt 
■ it was this that suggested to him that labour was the foundation, 

^ , the cause, and the measure of value. But he never came to a final 
■ decision on the question, and his statements concerning it are fre- 

» Letter to ileCuUocIi. July IS, 1820, quoted by H. Deal*., toL ii, p, 17U 
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quently contradictory. We must also confess that his theory of value 
is far from being his most characteristic work. In the elucidation of 
that difficult question, vigorous thinker though he was, he has not 
been much more fortunate than his predecessors. He himself 
acknowledged this on more than one occasion, and shortly before his 
death, with a candour that does him honour, he recognised his 
failure to explain value.^ 

1. The Law.-of -Rent 

Of all Ricardian theories that of rent is the most celebrated, and 
it is also the^ one most inseparably connected with Ricardo's name. 
So well known is it that Stuart Mill spoke of it ns the economic font 
asinorum, and it has always been one of the favourite subjects of 
examiners. 

The question of rent — that is, of the return which land yields — 
had occupied the attention of others besides Ricardo. It was the 
burning question of the day. The problem of rent dominated 
English political economy during the first half of the nineteenth 
century, and a .later period has witnessed a revival of it in the land 
nationalisation policy of Henry George. In France there was but 
a feeble echo of the controversy, for France even long before the 
'Revolution had been a country of small proprietors. Landlordism 
was far less common there, and where it existed its characlcrislics 
were very different. That threefold hierarchy which consisted of 
a worker toiling for a daily wage in the employ of a capitalist farmer 
who draws his profits towered over by a landlord in receipt of rent s 
formed a kind of microcosmic picture of the universal process of 
distribution, but it was seldom as clearly seen in France ns it was 
in England. 

The first two incomes .presented no difficulties. But how are we 
to explain that other income — that revenue which had crc.atcd English 
aristocracy and made English historj' ? The Physiocrats had named 
it the “ net product,” and they argued a libemlity of nature and a 
gift of God. Adam Smith, although %rithholding the title of creator 
from nature and bestowing it upon labour, nevcrthclc.ss admits tlint 

• In bin corrc.spondonce Mth McCulloch, under date Dccftril>er IP, IFIP, h'' 
wrifes : “ I am not nntisfied with the explanation wbict! I hare given of th<' 
principles which recnlat'' value. I rrishamoro nbV p’n would tindert -I:' it 

In a letter to MaUhu.s written on August 15, IPCO, rpeafeing cf hi<= own 
theory of value and of McCnlloeb’e, he despairincly add"; "iJoth of ut 
have failed.” Sec HnEvy, Lt Jlcdicalirrie j-'.ti'vop.'.ictie, and Ilcejcr I'erit. 
op. cU. 
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a notable portion— perhaps as much as a third of the revenue of land 
— is due to the collaboration of nature.^ 

^ l^Ialthus had already produced a book on the subject,* and 
Ricardo hails him as the discoverer of the true doctrine of rent. 
; Idalthus takes as his starting-point the explanation offered by the 
Physiocrats and Adam Smitl^ namely, that rent is the natural 
outcome of some special feature possessed by the earth and given it 
by God — ^that is, the po'U'er of enabling more people to live on it 
than are required to till it. Rent is the result, not of a merely physical 
law, but also of an economic one, for nature seems to have a unique 
power of creating a demand for its products, and consequently of 
maintaining and even of increasing indefinitely both its own revenue 
and value. The reason for this is that the population always tends 
to equal and sometimes to surpass the means of subsistence. In 
other -words, the number of people bom is seldom less than the 
maximum number that the earth can feed. This new theory of 
rent is a simple deduction from Malthus’s law concerning the constant 
/ pressure of population upon the means of subsistence. 

Malthus emphasised another important feature of rent, and it was 
this characteristic that especially attracted Ricardo. Seeing that 
different parts of the earth are of unequal fertih'ty, the capitals em- 
ployed in cultivation must of necessity yield unequal profits. The 
difference between the normal rate of profit on mediocre lands and 
the superior rate yielded by the more fertile land constitutes a special 
kind of profit which is immediately seized by the owner of the more 
fertile land. This extra profit ' afterwards became known as dif- 
ferential rent. 

; To aialthus, as well as to the Physiocrats, this kind of rent seemed 
perfectly legitimate and conformed to the best interests of the public. 
It was onty the just recompense for the “ strength and talent " 
Exercised by the original proprietors. The same argument applies 
to those who have since bought the land, for it must have been 
bought with the “fruits of industry and talent,"’ Its benefits 
are permanent and independent of the proprietor’s labour, and in 
this way the possession of land becomes a much-coveted prize, the 
oiium cum di^nitate which is the just reward of meritorious effort. 

Ri cardo enters upon an entirely new track. lie breaks the 
, connection with Smith and the Physiocrats— a connection that 
* Malthus had been most anxious to maintain. All suggestion of 

» Smith had liki-ned indc.»tzy to a hoasehold with two c'dldr-n— wages 
profits ; Egricalfuro to a boafobold Trilh tivroo — profits, nud rent, 

’ An Ir.c-tiry ir.tr) th* pTomtt^ c} R*.r>i 
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co-operation o n t he part of nature is brushed aside mth contempt. 
Business-inau and ovraer of property as he rvas, he had no super- 
stitious views concerning nature, whose work he contemplated 
without much feeling of reverence. As against the celebrated phrase 
of Adam Smith he quotes that of Buchanan ; ** The notion of 
agriculture yielding a produce and a rent in consequence because 
nature concurs with human- industry in the process of cultivation 
is a mere fancy.” ^ He proceeds to defend the converse of Smith’s 
view and to show how rent implies the avarice rather than the 
liberality of nature. 

The proof that the earth’s fertility, taken by itself, can never 
b e the cause, of rcntis casil^eeh^in the case of a new coun try. ~~In 
g he\vly founded colony, for example, land yields no rent, bowevef" 
fe rtile, if the quantity of land is in excess of the people’s dem and . 

“ For no one would pa y for the us e of land when there wa s an abun- 
dant q uantity not y e t appropriated, and therefore at the dT sposal o f 
whosoever might choose to cultiv ate it.” ^ Rent only appears “w hen 
th e prog ress, o f population calls into cu lt ivation land of an infenbf ■ . 
quality or less advantageously situated.— j Here we have the very; : 
kernel of Ricardo’s theory. Instead of being an indication of I ' 
nature’s generosity, rent is the result of the grievous necessity of 
having recourse to relatively poor land under the pressure of popula- 
tion and want.® * * Rent is a cre ation of value, not of wealth,” says 
Ricard o — a profound saying, and one that has illuminated many a 
mystery attaching to the theory of rent. In that sentence he 

' It is necessary to remember, boTrevor, that the old theory surrived and 
appear# hero under the very name of Ricardo, for bo was unsuccessful in freeing 
himself altogether from its influence. Ho defines rent as “ that portion of the 
produoo of the earth which is paid to Iho landlord for tho uso of tho original and 
indestructible powers of tho soil.” Ho continually refers to these powerp of the 
soil, whioh aro described as *' natural,” “ primitive,” “ indestructible,” i.t. as 
independent of all labomr. 

* “ Nothing is more common than to hear of the advantages which the land 
possesses over every other source of useful produoo on account of the surplus 
which it yields in tho form of rent Yet when land is most abundant, when most 
produotivo and most fertile, it yields no rent, and it is only when its powens 
decay . . . that rent appears.” (Principles, cd. Conner, p. 62.) 

• "The labour of Nature la paid, not because she docs much, but bocaufp 
she docs little. In proportion as she becomes niggardly in her gifts she exacts a 
greater price for her work.” (Ibid., p. 63, note.) 

"Tho comparative scarcity of tho tnosl fertile lands is tho cause of rent." 
(Tbid., p. 395.) 

Adam Smith had already offer’d this e_s an explanation in the c.ase of t! 
products of tho mine, but ho failed to see that arable land is really nothing bnt a 
sort of mine. 
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a distinction between wealth born of abundance and satisfac- 
tion and value begotten of difficu% and effort, and he declares 
j that rent is of the second category and not of the first. ' 

Still, this cannot be accepted as the final explanation. It is 
difficult to understand how a purely negative condition such as the 
absence of fertile land could ever create a revenue. ,It were better 
to say that the want of suitable land supplies the occasion for the 
appearance of rent, although it is not its cause. The cause is the 
high price of agricultural products— say com— due to the increased 
difficulty of cultivating the less fertile lands.^ In short, the cau se 
and the measure of the rent of com-land are determined by the 
quantity’^ of labour necessary to produce com under the m o st un- 
favourable circumst ances, “ meaning by the most nnfa.v nnrfl'h1>-_ 
circumstances the inost unfavourable under which the quantity of 
produce required renders it necessary to carry on p roduction.” ~ 

Let us assume, as Ricardo did, that first-class land jneldTa bushel 
of com as the result of ten hours’ work, the corn selling for ten 
shillings a bushel.* In order to supply a population that is increasing 
in accordance with the Slalthusian formula, land of the second class 
has to be cultivated, when the production of a bushel requires 
fifteen hours’ work. The value of com will rise proportionately to 
fifteen shillings, and landed proprietors of the first class will draw 
a surplus value or a bonus of five shillings per bushel. So rent 
emerges. Presently the time for culth’ating > lands of the third 
class will approach, when twenty hours’ labour vill be nccessaiy for 
the production of a bushel. The price of com goes up to twenty 
shillings, and proprietors of the first class see their gift increased or 
their rent raised from five to ten shillings per bushel, while the owners 
of the second-class land obtain a bonus of five shillings per busjiel. 
This marks the advent of a new class of rent-receivers, who modestly 
take their place a little below the first class. The third class of land- 
owner will receive a rent whenever the cultivation of fourth-class land 
becomes a necessit}’.* 

■ * To-dav we simply say that it is determined tjy increased demand. But 
this is quite contrary to Bicardo’s views, for in his opinion it is latxjur and not 
, demand that creates value. 

* “ The value of com is regulated by the quantity of labour bestowed on its 
production on that quality of land [or with that portion of capital] which pay* no 
rent,” {Principles, ed. Conner, p. 51.) 

» The iliustralion as given by Ricartlo Is somewhat more complicated. 

* “ When land of an inferior' quality is taken info cultivation the exchange^ 
able value of raw produce will rise because more labour is required to produce it," 
{Ibid., p. <9.) 
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It has been said in criticism of the theory that the hierarchy of 
lands has simply been invented for the purpose of illustrating the 
theory. But what Ricardo has really done is to put in scientiiic 
language what every peasant knows — what has been handed down to 
him. from father to son in unbroken succession, namely, that all land 
is not equally fertile. 

Ricardo, so often represented as a purely abstract thinker, was 
in reality a very practical man and a close observer of tliose facts that 
were then occupying the attention of both public and Parliament. 
High rents, following upon high prices, constituted the most important 
phenomenon in the economic history of England towards the end 
of the eighteenth and the beginning of the nineteenth centuries 
Right through the eighteenth centuiy — that. is, up to 17.94— the 
highest, price paid for com was only a few pence above 60s. per 
quarter. But in 1796 the price rose to 92s., and in 1801 it reached 
177s. — nearly three times the old price. ^Plie exceptionally high 
price, due to extraordinary causes, chief among them being the 
Napoleonic wars and the Continental blockade, could not last long, 
although the average during the years 1810-13 remained as high 
as 106s.' 

This high price of com was not entirely due to accidental causes. 
Something must be attributed to the fact.that the available land was 
insufficient for the upkeep of the population, and that new land 
had to be cultivated irrasqiectivc of situation or degree of fertility. 
The pastures which had formerly covered England were daily dis- 
appearing before the plough. It was the period of the iniquitous 
Enclosure Acts, when landlords set their hearts upon enclosing the 
commoiv* lands. Profe-sior Cunnan has diami up an interesting 
chart to show the close correspondence between the progress of the 
enclosure movement and the high price of com." 

' Seo Cannan'B dolighlfol volotno The Tlieoria of Produclton and Distribution, 
p. l.SO, whore tho Bverngo decennial price vrorkg out as followa : 
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’ Tho number of Enclosure Acts which Parliament, acting with tho Eanction 
of public opinion, passed during the latter part of the eighteenth and the beginning 
of the nineteenth centuries inoreared very rapidly. Botweon 3 "00 .and I'-’i.'; no 
fover than 8835 such Acta were passed, involvin," the enclosure of 7,020,005 acre*, 
most of It common land. Not until 1SS5 do we find a ch-ango either in the attitude 
of public opinion or in the action of Pariiamenl. 
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In 1813 a Commission appointed by the House of Commons to 
inquire into the price of com — ^for the proprietors dreaded the dav 
when the return of peace would aUow of importation— came to the 
conclusion that new lands could not produce com at a les,- cost than 
SOs. a quarter. What an argument for Ricardo’s theory ’ ^ 

But is there no possible means of avoiding the cultir aion of lands 
of the second and third order ? Intensive cultivation might doubt- 
less do something to swell the returns on the older lahd^ but onlv 
up ,to a certain point It would be absurd to imagine that on a 
limited area of land an unlimited quantity of subsistence can be pro- 
duced. There must be a limit somewhere — an elastic limit perhaps, 
and one which the progress of science will push farther and farther 
away, even beyond our wildest hopes. But the cultivator stops 
long before this ideal limit is reached, for practice has taught him 
that the game is not worth the candle, because the outlay of capital 
and labour exceeds the profits on the return.' This practical Umit 
is determined for him by the law of diminishing returns.* 

That law is indispensable to an understanding of the Ricardian 
theory, and is implied in Malthus’s theory of population. Its discover}’ 
is stiU earlier, and we have an admirable statement of it in Turgot’s 
writings : “ It can never be imagined that a doubling of expenditure 
would result in doubling the product” Malthus, unconsdously no 
doubt repeated Turgot’s dictum.® It, is evident says he, that 


* It Is not quite clear whether the high price of com fe dee to the cultivation of 
new lands or whether this high price is the cause of the cultivation of now4:inds. 
The second interpretation appears to ns to be the most natural, but it involves 
the abandonment of the Bicardian theory. ^ 

' * Some critics, c.g. Foatenay, Bastiet’s disciple, suggested that land No. 4 
might very well bc-come No. 1, if, instead of being employed in the cultivation 
of com, unintelligent husbandman were to put it to viticulture or rose-growing. 
But this is to beg the question. The law of rent implies products of the same 
kind, for it is this identity of quality that enables them to be sold at tbe tame 
price. If bad com-land conld become good rose-growing ground, then of course it 
would take its place among rose-growing areas, yielding rent as soon as less fertile 


lands were employed for the same purpose. 

* Turgot, OismciioTis eur vn Memoiri it M. it Sair^-Phrety ((EurrM, vol.i, 
p. 420). “ It can never be imagined that a doubling of expenditure would resui; 
in doubling the product. ... It is more than probable that fay grr.dually in- 
ereasing the expenditure up to the point where nothing would be gained on the 
return, such items would sucoa=sively become less fruitful. Tbe earth’e fertility 
resembles a spring that is being pressed downwards by the addition of fucccstive 
weights. If the weight is small anti theapringnot vety flexible, tbe flrrt sttempti 
will leave no results. But when the weight is enough to overcome the iiml 
resistance then it will giro to the pressure. After yielding a certain amount it will 
again begin to resist the extra fores put upon It, and weight? that formerly would 
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as cultivation extends, the annual addition made to the average 
product must continually diminish.^ Ricardo witnessed the operation 
of the law under his very eyes, and he frequently hinted at the decreas- 
ing returns yielded by capital successively applied to the same land. . 
Even in cases of that kind, where recourse to new lands was impos- 
sible, rents were bound to increase. 

Taking again land No. 1, which yields com at 10s. a bushel, let 
us imagine that there is an increased demand for wheat. Instead of 
breaking up land No. 2 an attempt might be made to increase the ’ 
yield on No. 1, but nothing will be gained by it because the new 
bushel produced on No. 1 will cost 15s., which is just what.it would 
cost if raised on second-class land. Furthermore, the price will now 
rise to 15s., and the two bushels rvill be disposed of for 30s., thus 
giving the proprietor a rent of 5s., because they have only cost 25s. 
to produce.* 

There is still another possibility, however. Resort might be had 
to emigration and colonists might be encouraged to cultivate the 

have caused a depression of nn inch or more will now ecarcely move it by a hair’s 
breadth. And bo the eCeot of additional weights will gradually diminish. 

“ The comparison is not very exact, but it is near enough to enable ns to 
understand that when the earth is producing nearly all it can, a great deal of 
expense is necessary to obtain' very little raore^prodnoe.” 

Turgot, with hia usual perspicacity, has noted a fact which the Classical writers 
generally failed to perceive, namely, that at the begiiming of the process of 
cultivation tlicre may bo o period when the return shows no signs of diminishing. 

* We must note the fact that the law of diminishing returns was already 
implied in the second of the famous progressions given by Malthus, for on arith- 
metical progression that shows an increase of one every twenty-five years 
implies an addition slower than the growth of the scries itself, i.e. slower than 
the movement of time. Let us take land that yields one ; in twenty-five years it 
will yield two, an increase of 100 per cent. But this is only the first step. At the 
end of onothcr twenty-five years it vrill yield three, the increase being always one. 
But the inercaea from two to three means on increase of only 50 per cent., from 
three to four of only 33 per cent., and so on to 25 per cent, and 20 per cent. When 
the hundredth place has been reached, the increase will only bo 1 per cent., and 
it will continue to fall farther, only more slowly. 

’ Ricardo gives a slightly different explanation. *' If with a capital of £1000 
a tenant obtains 100 quarters of wheat from his land, and by tho employment of 
a second capital of £1000 he obtains a further return of eighty-five, his landlord 
would have tho power at the expiration of his lease of obliging him to pay fifteen 
quarters, or an equivalent value for additional rent, for there cannot be two rates 
of profit." (PrincipfM, od. Conner, p. 48.) Ho mcami to say that if profits fall 
because now capital is less productive than old, rent must ncccsfarily appear, 
because by definition rent is what remains of tho produce after deducting profits 
and wages. This explanation closely resemWes that one given by West in hi* 
Application of Capital to Land, published in 1815, and Ricardo was not above, 
sekuowlcdgiug his indobtrdnew to West. 
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best soils of distant lands,' soils equal in fertility to those in the first 
class. The products of such lands^vrould be got in exchange for 
the m^ufactured goods of the home country, to -vrlijch the lair of 
^diminishing rebirns does not applj". But some account of the cost 
of transport, which increase the cost of production, must be taken, 
and this leads to the same result, namely, a rent for those nearest the 
market, because of the advantages of a superior situation. Distance 
and sterihty, as J. B. Say remarks, are the same thing. If land in 
America yields corn at 10s. a bushel and freightage equals 5s., it is dear 
that com imported into England must sell for 15s. — exactiv the same 
condition of things as if land of the second order had been cultivated, 
and English landlords of the first class will still draw a rent of 5s. 
This third possibility was scarcely mentioned by Ritardo. and he 
could hardly have foreseen the wonderful developments in trans- 
portation that took place during the next fiftj' years, which resulted 
in a reversal of the law of diminishing returns !and the confuting 
of the prophets.^ 

The ^eat Ricardian theory, primafade self-e\ddent, is in reality 
based upon a~StlUibcr of p ostoiates t o which we must pay more 
attention. Some of them must be reg arded as economic axioms, b ut 
, the validity of others is somewhat more doubtfuL 
R In the first place there is the assumptiorfthat the produce of lands 
'ilunequally fertile and representing unequal amounts of labour will 
/always sell at the same price, or, in other words, will always possess 
Tthe same exchange value. Is this proposition demonstrably sound ? 

I It is true when the product in question — ^for example, com — is of 
I uniform quality and kind. When the goods offered on the same 
market are so much alike that it is a matter of indiffer ence to the 
buyer whether he takes the one or theotHer, then it is trae that he 
- will not pay a higher price for the one than he will for the other. 
This is what Jevon s called the ‘Taw of indifference.”* 

* Sbortlv afterwania a Gennsn landowner publisbedl a book dealing with jost 
that side of the problem of rent which bad been neglected by Ricardo, namely, 
tho infinence of distance from a market upon cultivation and the price of pro- 
ducts, 'We are referring to Thunen, who in bis book Der JtoUrU Steal (vob i. 
1S26) draws a picture of a town surrounded by a belt of land, and shows bow 
cultivation will be distributed in concentric xones around that centre, and bow 
the kind of cultivation adopted will be a function of the distance. 

* But the honour of discovering this law, which is so important for an under- 

itanding of exchange value, does not belong entirely to Ricardo. Forty years 
before a bumble Scotch farmer named iXnderson bad obsexvt-d tbs pbcnomcnon 
and given a verv satisfactorv analvsis of it in his book OhitTVclions on the l!tr.ra 
of Ezdtlng a Spirit of h’dioacT fr.d win; {1777}. " Row as the expense of cultivat- 

ing the least fertile soil is as great or greater than that of the most fertLe 
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In the spp-ond place it is implied that this exchange value, uniform B 
for all identical products, is determined by the maximum amount | 
of labour required for its production, or, in other words, by thef 
amount of labour nec^sary for the production of the more costly | 
portion. f 

This brings us to the Ricardian theory of value . We know that 
he considered that the value of everything was determined by the 
amount of labour necessary for its production.* Adam Smith had , 
already declared that value was proportional to the amount of labour 
employed, but that this was the case only in primitive societies. “ In 
civilised society, on the contrary, there is a still smaller number Xof ; 
casesjin which it consists altogethcrin thewages of labour.” Labour ' 
was regarded by Smith as one of the factors determining value — 
though by no means the only one, land and capital being obnously 
the others. 

But Ricardo simplified matters, as abstract thinkers frequently 
do, by neglecting the last-named factors. This leaves us only labour. 
Land is dismissed because rent contributes nothing to the creation of , 
value, but is itself entirely dependent upon value,® Com is not dear 
because land jdclds rent, but land yields rent because corn is dear. , 
“ The clearly understanding this principle is, 1 am persuaded, of the 
utmost importance to the science of political economy.” As for 
capital, why should we make a special factor of it, seeing that it i.s 
only labour ? Its connotation might be extended so ns to include 
“the labour bestowed not on their immediate production only, but 
on all those implements or machines required to give ellect to the 
particular labour to which they were applied.” ® But Ricardo was 

it necessarily IoUowb that if an equal quantity of com, the produce of each field, 
can be sold at the same price, the profit on cultivating the most fertile soil mast 
bo much Igrcatcr than that of cultivating the otlicr, and na this continues to 
decrenfio ns tho sterility increases, it must at length happen that tho cxpeu'c of 
cultivating some of tho inferior soils willcgaal tho values of the wholf produce.'’ 
(Quoted by Jovons, Thtory of Poh'lteal Economy, p. 229.) Anderson’s name was 
forgotten until quite recently, when it attracted a certain amount of attention 
among tho pioneers of Ricardo. Ricardo himself docs not seem to ho aware of 
his existence; at least he never quotes him. The only two writers mentioned 
by Ricardo are llallhua and West. 

‘ “ In speaking, however, oi labour os being the foundation of all value, and 
the relative quantity of labour as almost exclusively determining tho relative 
value of commodities, I must not bo supposed to bo inattentive to tho diijerent 
qualities of labour,” (Princtjh'cf. rd. Conner, p. 15.) 

• Hume had already pointed out the objection to this view. Cf. p. W. foot- 
note. 

. ‘ ’ “If fixed capital ho notof adurablcnatareitwillrcquircngreat quaniityof 
labour annually to keep it in its original state of eiScieacy, bat the labour 
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not thoroughly satisfied -with this identification of capital and labour, 
and, ^eat capitalist that he vras, it mxist have caused him much 
searcliing of heart. Furthermore, it was not very easy to apph’ the 
conception to such commodities as timber afid s^ine, which increase 
in value as they advance in age. In a letter to SlcCufloch he admits 
the w^lmess of his theory. After aU the study that he had given to 
the matter, he had to confess that the relative value of commodities 
'c appeared to be determined by two causes : (1) the relative quantity of 
’ .labom necessary for its production ; (2) the relative length of time 
required to bring the commodity to market. He seems to have.had 
; a presentiment of the operation of a new and distinct factor, to which 
B5hm-Bawerk was to ascribe such importance. 

^ The usual method of stating the Eicardian theory of value is to 
^ say that value is determined by cost of production.- It is also the 
correct way, inasmuch as he stated it thus himself. It is, however, 
quite a difierent thing to say on the one hand that value is deter- 
mined by labour and on the other that it depends upon the sum of 
wages and profits (supposing we omit rent).’^ | On this point, as 
on several others, obscurit)'- of thought alone saves Ricardo from 
the reproach of self-contradiction. \ 

Suppose we proceed a step farther. The statement that value is 
determined by labour is not enough to account for the phenomenon 
of rent. Let us irm^ne a market where three sacks of com arc 
available for sale. Let us further suppose that the production of each 
involved a different quantity of labour, one being produced on land 
that was very fertile, the other on soil that was less generous, etc. 
Every sack sell at the same price, hut the question is, which of 
those different quantities of labour is the one that determines the 
price ? Ricardo replies that it is the maximum quantity, and the 
f] value of the com is determined by the value of that sack which is 
\lproduced under the greatest disadvantages. But why should it 
- ^not be determined b}’’ the value of the sack grown under the mosl~- 
favourable circumstances, or by the value of that other sack raised 
under conditions of average difficulty ? 

That is impossible. Let us. imagine that the three sacks of com 
came from three different kinds of land. A, B, and C, where the 

so bestowed may bs considered as really expended on the commodity manufac- 
tured, which must bear a value in proportion to sneb labour.” (Prinaplu. cd. 

Tnoti on Section VI, chap. 1. be add-s; “Malthus ajipcars to think 
that it is a part of my doctrine that the cost and value of a tbmg ebomd be 
the same-it ii. if he means by coit, cost of production including prohta^ 

[Ibid., p. 3S>.) 
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necessary quantities of labour r.’cre respectively 10, 15, and 20. It 
is inconceivable that the price should fall below 20, the cost of 
production of com grown on C, for if it did C would no longer be 
cultivated ; but the produce of C is ex hypothtzi indispensable. The 
market price cannot rise above 20, for in that case lands of the fourth 
class would be brought under cultivation, and their yield would l>e 
added to the quantity already on the market. The supposition 
is that the quantity of com on the market is already sufficient to 
meet the demand, and the increase in supply would soon cause the 
price to fall again to the irreducible minimum of 20. 

We cannot but admire the ingenuity of a demonstration that 
seeks to explain a phenomencln like rent — which is a revenue ob- 
tained independently of all labour— by the aid of a generalisation 
which regards labour as the one source of value. But the explanation 
is ingenious rather than convincing, for it is quite clear that only in 
the case of one of the sacks do value and amount of labour actually 
coincide. In the two other instances the quantity of labour and 
exchange value are absolutely and indefinitely' divergent. 

Most contemporary economists, while denying that value is 
solely the product of labour and preferring to regard it ns a reflection 
of human preferences, would w-illingly recognise the dement of 
tmth contained in the Ricardian view. But it must be understood 
in the sense.that competition, although tending to reduce price to the 
level of cost of production, cannot reduce it below tlie maximum 
cost of production, or the price necessary to repay the expenses of 
producing the most costly portion of the total amount denumded 
by the market.’ In tin's sense it is tme not only of ngricultunvl 
but also of all other products, and it has a wider scope than was at 
first ascribed to it by its authors. Rent is nowadays recognised as 
an element which enters into all incomes. But with an extcir-ion of 
sway has gone altenualioii, and the term has lost some! him: of it' 
ori^nal significance and precision. To-day rent is frc.a'cd ns the 
outcome of certain favourable conjunctures, which are to be found 
in all stations in life, and it is no uncommon thing to spr.'’,!: o; 
consumer’.s rent even. 

The Ricardian theory, moreover, presupposed the existence of 
a class of land which yielded no rent, the returns which it gave 
being only' just sufficient to cover cost of ])rodurtion. In otlier 

> Still wc must note liiat Ricardo and Karl Ilarr. like trverrer.- vk'' k'J 
tried to base a theory of vaUic upon t.aboar. tacitly c-'.-^uiro tko op-w.tirn cf tfw 
law of demand oud eopply in order that their (hec.-iee mar C: ic wjtk lU 
faotji. 
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words, Ricardo only recognised the existence of differentia! rents, 
and dismissed the other cases mentioned hy'Malthus, j- 

It really seems as if Maithus were in this instance more correct 
than Ricardo. It is quite possible that in the colonies, for example, 
there may be lands which jneld no rent because of the superabundance 
^f fertile land. Or the same thing may occur in an old country 
^because of the extreme poverty of the land. But it is quite evident 
^ 5 * that in a society having a certain density of population the mere 
fact that there exists only a limited amount of land is enough to 
^give to all lands and "to their products a scarcity value independent 
of unequal returns. Nor would the case he materially different if 
all lands were supposed to be of equal fertility, for who would be 
wilIing”to cultivate land which only yielded the bare equivalent of 
the expenses of production ? 

Ricardo’s tmwillmgness to recognise this other class of rent, which 
depends solely upon the limited quantity of land, was due to the 
fact that it would have contradicted his other theory that there is no 
value except labour. It is true that he made an exception of some 
rare “ products,” such as valuable paintings' statuar}% hooks, 
medals, first-dass wines, etc., the quantity of which could not be 
increased by labour. Nobody would have taken any notice of such 
a slight omission as that, but had he left out such an important 
item of wealth as the earth itself there would be great danger of the 
whole theory crumbling to dust-^ 


Such is the theors" of rent, celebrated above all economic doc- 
trines, and concerning which it might be said tiiat no doctrine, not 
even that of Malthus, has ever excited such impassioned criticism. 
For this there are several reasons. 

In the first place, it led to an overthrow of. the maiesty of th e 
” natural order ” by simply depicting some of its gloomier aspects . 
%lcn bad been led to believe that the order” wa^r ever hey^d 
challenge. Now, however, it seemed that if the new doctrine %--<as 
true then the interests of the landed proprietors were opposed not 
only to those of ever}* other dass in the community— for sharing 
alwa'i’3 begets antagonism— but also to the general interest of society 

as a whole. , . 

For ’vrhat ate the xeal interests of proprietors ? First, that 
population and its demands should increase as rapidly as possible 

1 Bat how was it that he never realised that land at ItBSi in any given 
•rid indeed for that matter over the whole world, ia Eimply a land o. weauh of 
which no hhotir conld increa?e the qnantity " t 
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in order that men may be forced to cultivate new lands, and that 
these new lands should be as sterile as possible, requiring much 
toil and thus causing an increase in rents. Exhaustive., labour 
bestowed upon the cultivation of land that is gradually becoming 
poorer and poorer would soon make the fortune of every landlord. 

As a class, p ropri etors have every interest in retarding the pro- 
gress of agricultural science, a j inrndoxAdudt-the-sh' iilitcst rcflectiop 
w ill show to be true. Every advance in agricultural sci en ce n iu s t 
mean more products f coialbcLSam e amount of lan d and a check upon 
the law of diminishing returns, res ulting in lojycr.priccs f^i~rc7?ii5^d~ 
rents, since it would no longer be necessary t o_cultivat c tlie~Door cr' 
soils. In a word, since rent is measured by reference to the obslacicF 
which thwart cultivation, just as the level of water in a pond is 
determined by the height of the sluice, cverylhing that tends to 
lower this obstacle must reduce the rent. In mitigation of this charge 
it must, however, be noted that, taken iridividually, every’ proprietor 
is of necessity interested in agricultural improvement, because he 
may have an opportunity of benefiting by larger crops before the 
improvements have become general enough to lower pricer, and to 
push back the margin of cultivation. - If every proprietor argued in 
this way, individual interest would finally cheat itself, to the advan- 
tage of the general public. But this is nothing to he very proud of. 

Bicardo set out to demonstrate the antagonism,’ and with wiml 
a vigorous pen does he not picture it 1 The study of this qiic.stion of 
rent made of him a Free. Trader stauncher tlran Adam Smith, more 
firmly convinced than the Phy.siocrals. Free Trade was for llu’ni 
founded upon the conception of a general harmony of inlerc-sts, while 

’ “The dealings between the landlord and the iniMic .arc not liht dc.alinp in 
trade, whcrctiy both the Roller and the buyer may cgvi.ally !>" F.aid to gain, i.ut 
the loss is wliolly on one side and the gain wToJly on the oilier," r d. 

Conner, p. 322.) And eo when a proprietor Rellr- com to a conFinM-r it not ct 
the nature of an ordinary bargain where both particf gain fonu tiling. Tl-.e 
con.sumcr getn nothing in return for what bo gives, i.r. for what lie givi ’i over 
and above what it has co.st to produce the coni. To get nothing in rr'.urn for 
Eoinctbinggiven is the kind of tr-anraetionthat generally goes by the name of f h'f!- 

Ricardo soon finds a reply to the comfortable doctrine of Fniitli. th.at th'' 
intcrestfi of the Inndlord.'i are nowhere oppo’-cd to Iho"'' of fh'' reft of t’l'' eotn- 
munity. “The interest of the landlonl is always opj'^)-' d to that of i:i*' 
turner and manufacturer. Com can be p'nnanently at .an advanced p.’ic*' rn y 
bcctiuse additional labour is ncccr-sary to produee it. bcc.Mise it-' r.-.-t of pr'-ii'.cmrn 
is incrc,ascd. It is therefore for the intcre.-t of the l.and'ord ihr.t the eo-t r.Urr.c- 
ing the production of com should be ine.rea.'-'-d. 'Ihi". l.'w. v r, •.i not t! - 
interest of the consumer. . . . Neither ir it the interest td the r‘.,-.ri«f;.'. v r(' 
that com should bo at a high price, for the high price of corn vi.t n- cr; f.-r;- 
wages, but will not roi.se the price of bis commodity. (iin... p. — ) 
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Ricardo built his faith upon one dearly demonstrated fact — the high 
price of com and its concomitant, high rents. Free Trade seemed to 
be the. means of checking this disastrous movement. The free 
importation of com implied the cultivation of distant lands as rich 
as or even richer than any in Britain. AH this meant avoiding the 
cultivation of inferior lands and reducing the high price of com. 

He svas also desirous of proving to the proprietors that the practice 
of free exchange, even though it -might involve some loss of revenue 
to them, -svas really to their interest. Their opposition, he thought, 
was very short-sighted. “ They fail to see,” he writes, “ that com- 
merce everywhere tends to increase production, and that as a result 
of this increased production general well-being is also improved, 
although there may be partial loss as the result of it To be con- 
sistent with themselves they ought to try to arrest all improvement 
in agriculture and manufacture and all invention of machinery.” ^ 

The theo Ty- nf rent, in the geenud place, e ndangered the reputation 
of l andowners bv show ing that their ineoTne is not the produet nT" 
l abour, and is conse quentlyanfi^sociah iso wonder that it has been 
so severely critids^, by conservative economists. Ricardo himself, 
however, seemed quite unconscious of the nature o f the blow th^ 
aimed" at the institution of nrivate property . His indifference, 
which appears to us so surprising, is partly explained by the fact that 
the theory absolved the proprietor from all responsibility in the 
matter. Unlike profits and wages, rent does not figure in cost of 
production because it makes no contriburion to the price of com, 
but is itself wholly determined by that price.* The landed proprietor 
thus appears as the most innocent of the co-partners, playing a purely 
passive rol€. He does not produce rent, but simply accepts it. 

That may be; but the fact that the proprietor plays no part 
in the production of rent, whilst exonerating him from complidty 

» “ Wealth increases most rapidly in those cotmtries where the disposable 
land is most fertile, where importation is least restricted, and where, throagb 
agrionUnral improvements, prodnclions can be multiplied without any increase 
in the proporh'onal quantity of labour, and where consequently the progress of 
rent is slow.” (Pnuapki.’cd. Conner, p. 54.) The contrast between fertile 
lands, free exchange, and the development of agricultural Ecicncs on the one 
hand.' and the growth of rent on the other, is very strikingly brought out in this 

paragraph. . 

* “ Rent does not end cannot enter in the least degree ns a component pert 
of it-^ price” (/hfd, p. .<>5.) .And be r.dd<= : "The clearly imderstandmg r.f this . 
principle Ls, I sm persuaded, of the utmost importance to the ecicncc of 
^onomy.” It is true that Smith, writing long before this rime, had dec^ 
that the “ high rate of rent is the effect of price,” but he does not seem to hare 
attached any great importance to the remark. 
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in its invidious consequences, spells ruin to his title of proprietor— 
that is, if STC consider labour to be the only title to proprictorshij). 
It was just this aspect of the question tlmt drew the attention of 
Ricardo’s contemporary James Mill. Mill advocated the conftsaatioa 
of rent or its socialisation by means of taxation.^ He thus became a 
pioneer in the movement for land nationalisation, a cause that has 
since been championed by such writers ns Colins, Gos*;en, Henry 
George, and Walras. 

Finally, the theory of rent seems to give colour to certain theories 
which predict an extremely dark future for the race, corroboniUng the 
gloomy forebodings of Mai thus. As society grows and advances it will 
be forced to employ lands that are less fertile and me.ans of production 
that are more onerous. It seems as if the curse uttered in Genesis has 
been scientifically verified, “ Thorns also and tliistles sluill it bring 
forth to thee ; ... in the sweat of thy face shalt thou eat bread." 

True, he did not carry his pessimism so far as to say that as the 
result of this fatal exhaustion of this most precious instrument of 
production the progress of mankind would for ever be arrested by 
the ravages of famine. Other beneficent forces, the progress of 
agricultural .science and a larger employment of capital, would sur- 
mount the difficulty. “ Although the lands that are actu.any being 
cultivated may be inferior to those which were in cultivation some 
years ago, and consequently production is becoming more difficult, 
can anyone doubt that the quantity of products docs not greatly 
exceed that formerly produced ? ’’ 

Ricardo’s theory docs not involve a denial of progress. But it 
shows how the struggle is becoming more and more difficult, and liow 
scarcity and want, if not actual famine, must lie in the path along 
which we are advancing. Suppose Great Britain were now to 
attempt to feed her 45 million inhabitants from her own soil, would 
there be much doubt ns to the correctness of Ricanlo’s prophecy ? 

* Ricardo vdscly admitfl tho possibility ot confitcaling Uiis jxnt hr tarsn* d 
laxAlion, tlio reason for this being that " a tar on rent should afT^ct rt.a! only . 
it would fall wholly on landlords and could not l>o slufted to any ciaa- o? con- 
eumerB." {rrincipJrj, od. Conner, p. 151.) And the arganur.; wLicii Lc 
advances in proof of this, namely, tlmt the lax to'ild not be fKified. w-ois Jo 
indicate that this particular kind of revenue is not quite an inttKrdle an tl r.t e,f 
eomo otlier cla<-Ac 5 in society. Rut bis advoeacy is eomvwhat nYtramcd. fer, tr 
bo pointa out, it would be unjust to put all the burd.-n of Uxr.tku uprr. t^- 
Bhonldcrs of one cla's of the coramunity. R<nt is ofttn t! '' rmi-ertT of 'f 
who, after years of toil, Ims-o invwUd tla-ir e.wnir.pr in I'.nd. Ti.c cticu;-,! 
injuKlioe, if any, would thus be got rid of in the pje-c-et - of rcllir.g the Iju'.-I This 
might bo a purncirnt reason for indemnifying the expiropriated, let i: h 
enough to condemn expropriaticin aitogcthcr. 
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It is an easy matter to reproach Ricardo ^ with his failure to fon> 
see the remarkable development in the methods of transport -and 
cheap importation which resulted in the arrest, if not the reversal, of 
the upward movement of the rent curve. The complaints of landlords 
both m England and Europe seem to belie the Ricardian theor}*.* 
Butj£hQ-£ ^ teU whet her the peril is finally remo%'ed or not? 
The ine\dtabl^day will arrive when new countries will consume 
t5L£PJXL-^i.gb __to-day they export. 

in the history of England and Europe for some centuries yet, 
but when it does happen, rent, instead of being statioaarj' and 
retrogressive, as it has been so long, will again resume its upward 
trend. 


I It is true that we may reckon upon the aid of agricultural science 
I even if foreign importation should fail us. Ricardo was ever mind- 
ful of the great possibilities of human industry. Other economists, 
notably Carey and Fpntenay, one of Bastiat’s disciples, have pro- 
pounded a theory which is the exact antithesis of the Ricardian, 
namely, that, human industry in its utilisation of natural forces 
alwa3's begins with the feeblest as being more easily tamed, the more 
powerful and recalcitrant forces only coming in for attention later 
on. The earth is no exception to the rule, and agricultural industry 
might well become not less but more productive. 


* ‘'Slalthus and Kicardo have both proved false prophets and mistaken 
apostles. The much-vaunted Ricardian law is s pure myth,” (Article by 
M. de Fovillo on Les Varioiions de la Valeur du Sol en Angldert an XIX' Slide, 
in L' Economise fran^ais, March 21, 1908. 

* Mr. Robert Thompson, in a paper read before the Royal Statistical Society 
on December 17, 1 907, has shown how the average rent per acre, valued at 1 Is. 2d. 
in 1801-5, reached the figure of 20s. in 1841-45, and dcapito the abolition of 
protection continued to rise up to 1872-77, when it reached a raazimnm of 
293. 4d. It then continued to fall until it reached the present amount of 20?. 
The present figure is double what it was in Ricardo’s time, but considerable 
deductions are necess.ary in view of the improvements made in the character of 
the soil. Thompson, after making these deductions, puts the amotmt at 1 5.?. 5d., 
leaving just 4 b. 7d. for rent pnre and simple. The 11s. for rent at the beginning 
of the century covered something besides economic rent. Con.'^idcrablc deduc- 
tions are again necessary, but the amount of capital empidyed in cgriculturc w.as 
much le.ss tlien. 

One seems justified in saying that in England and even in Franco and other 
Protective countries the land has lost both in revenno and vnlnc during tbs 
last quarter of the nineteenth century almost all that it had gained from the 
time of-Ricardo np till then. But is the recoil rafiicient to justify Foviile's 
description of Ricardo’s vaunted law as a pure myth 1 Wo think not. It has 
the experience of seventy-five years behind it .and of twenty-five years against it, 
that is all. Anyone who would predict a further fall in rent would certainly be. 
running the risk of becoming a falsa prophet. 
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This thesis, which implies a negntion of the law of diminishing 
returns, is based upon a very debatable annlogj’. 

When speaking of the future of industry it is well to remember 
that forces now seldom used, and perhaps seldom tliought of, such 
as the energies liberated by chemical and intcrmolecular action, may 
hold infinite resources in reserve for mankind. But agriculture is 
different. Admitting that with nitrogen got from the filiriosj)ht,rc, or 
with' phosphorus extracted, from the subsoil, we may enrich the hind 
indefinitely, still we are continually confronted with the limitalions 
of time and space, which must determine the development of living 
things, and of agricultural products among them. When albuinen 
can be scientifically produced then will the Ricardian theory become 
obsolete. Until then it holds the field. 

2. Of }yAGE3_,AKp PnOFITS 

Let us now approach these two laws of Malthus and Ricardo— 
the law of population and the law of rent — and ask what effect they 
are likely to have upon the condition of the worker and the amount of 
his wages. The answer is not very reassuring. On the one hand 
there is an indefinite increase in the numbers of the jirolclarial — 
the result of unchecked procreation, for " the moral restraint " can 
hardly be said to have influence at all. The incvitaldc rc.'ult is the 
degradation of human labour. On tiic other hand, Llic law of 
diminishing returns causes a continuous rise in the price of neecs'-arits. 
Between low wages on the one hand and high prices on Die other, the 
worker feels himself crushed as between the hammer and the .anvil 

Turgot had long since given utterance to the tragic tliought 
that the wages of the worker are only just suflicicnl f o keep liim alive. 
Ilis contemporary Ncckcr gave expression to the view in terms still 
more melancholy. “ Were it possible,” writes NcckcT, ” to iliscovcr 
a kind of food less agreeable than bread but having double its sus- 
tenance, people would then be reduced to eating only once in lu'o 
days.” These must he looked upon as mere isolata! statenunts. 
sufficiently well attested iiy contemporary facts, perhnj)?, but laying 
no claim to be considered general, pcrniancnL and incvit.able laiss 
such ns Ricardo and Sfallhus would h.avc regarded th''Tn. 

. And Ricardo still more cmph.nticaliy dcd.-irc-s th.al ” the rmtuml 
price of labour is that price which is neccfsary to cnal-'lc the labourers 
one vrith another to subsist and to perpetuate their race williotit 
either incrc-asc or diminution.” Xotc tiie last woreis, ** without in- 
crease or diminution ” ; that is. if a worlrin.g man has more eJu'dren 
than arc necessary for replacing their parents, then Uicir wagu- w.fi 
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fall below the normal’ rate until increased mortality shall have again 
established equilibrium. 

This is ndt tantamount to saying that nominal wages measured in 
terms of money cannot increase. Indeed, it is absolutely necessary 
that they should, increase, sedng that the price of commodities is 
continually rising. If. they were to remain the same the workman 
would soon be reduced to stajnmtion. Wages accordingly will show a 
tendency to rise in sympathy with the rising price of com, so that 
the workman will alwaj's be able to procure just the same quantity 
of bread,, no more and no less. It is his real wages measured in 
com that remain stationary, and upon this depends the well-being 
of the working class. 

But do they, really remain stationary ? Ricardo does not seem 
to think so. “ In the natural advance of society the wages of labour 
will have a tendency to fall, as far as they are regulated by supply 
and demand ; for the supply of labourers will continue to increase at 
the same rate, whilst the demand for them will increase at a slower 
rate.” ^ , ■ 

It is even possible that an increase in nominal wages may hide a 
decrease in real wages. In that case, of course, wages will appear to 
rise, but ” the fate of the labourer will be less happy ; he will receive 
more money wages it is true, but his com wages will be reduced.” 
Only when the working classes' are sufficiently thoughtful to limit 
the number of their children wiU it he possible to hope for a presenm- 
tion of the status quo. ” It is a trath which admits not a doubt, that the 
comforts and well-being of the poor cannot be permanently secured 
without some regard on their part or some effort on the part of the 
legislature to rebate the increase of their numbers, and to render 
less frequent among them early and improvident marriages.” 

In other words, there will always be a demand for a certain number 
of individuals in order to supply the needs of industry. So long as 
this indispensable minimum is not exceeded the wages even of the 
very lowest order must be svifficicnt to maintain existence, for they" 
rauk aU be kept alive at any rate. But should the worldng popu- 
lation exceed this demand nothing can prevent wages falling even 
below the minimum necessary for existence, for there will no longer 
be any necessity for keeping them all alive. 

It must be remarked here that on this question, as on that of 
rent, JIalthus is less pessimistic than Ricardo. Far from maintaining 
that every rise in wages of necessity involves an excess of population 

* “ The condition of the labotircr will gcnciclly decline; end that of the lend* 
lord will always be improved.” {Principlcn, cd. Goaner, p. 70.) 
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and a consequent lowering of wages, Malthus believed that a 
capacity for forethought, which constitutes the most efficacious clieck 
upon the operation of blind instinct, may be engendered even among 
the working classes, and that a high standard of life once secured 
may become permanent. All this may be very true, but the 
reasoning involves us in a vicious circle. In order that a high rale of 
wages may produce its beneficial effects it must first of all be estab- 
lished, but how can it possibly be established as long ns the working 
classes remain steeped in the miserj' caused by not exercising this 
forethought ? 

An exit from the circle is only possible by recalling the fact that 
the market wage incessantly oscillates about the natural wage 
according to the exigencies of demand and supply. If this accidental 
rise could be prolonged a little it miglit become permanent and 
modify the workman’s standard of life.* 

Such is the law of wages, which has long since passed into an 
axiom, and whose authority is invoked in every discussion on social 
reform. To every socialistic scheme, to every proposal for social 
reform, there is always one answer : “ There is no means of im- 
proving the lot of the worker except by limiting the number of his 
children. His destiny is in his own hands.” * lyatter-day socialism, 
commencing with Lassallc, makes a careful study of the law, and 
returns to the charge against the existing economic order by nlTirming 
that ill no respect is it a natural law, but merely a result of the 
capitalist rtgime, upon which it supplies an eloquent comraeiilnry. 

We must not fail to note that in the Ricardian theory there is 
not what wc can exactly call antagonism between the landed pro- 
prietor and the proletarian. To the latter it is a matter of in- 
difference whether rents be high or low, for his money wages move 
in sympathy with the price of corn, but his real wages never clj.nnge. 
The proprietor on his side is equally indifferent to rising or falling 
wages, for they never affect his receipts. His rent, as a matter of 
fact, is determined by the quantity of labour employed on tiic 
least fertile lands, but this quantity of labour has nothing to do with 

* “It generally liopjvcns, indeed, ibcv wIkti .v stitmiluJ bo.” b-tn gsvrn So 
population on cfTcct is prodoced byond what the c.a.'c require. . . . Tli' in- 
creased wages ore not olways immediately expended on foeKi. trui are iir.- s u'.i.t.** 
to contrilmte'to the other enjoymenb ot the latviurcr. Hi- imptorrdeer..di:s-a, 
however, induces and enables him to mtuiy.’' (rnV-ripir.-, cd, Gonri; r, p. t‘5.) 

• “ Every suggcfition which doc- no'. Und to th'« reductijn in niiiubr ot tt.-e 
working people L» useleas, to ray the Ica-st of it. All legblasivc inte rferrnr?? n-.u-i 
be pernieions." (Quoted by Graham Wallas, Lifr e/ TrarHs Plvr. I’kr- w-jj 
the author of n t.>oot on population which appear^ in 
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the rate of wages. The landlords are the grandees of a cfifierent 
order. 1 - 

The real struggle lies between capitalist and worker. Once the 
value of com has Keen determined -b}' the cost of producing it on 
the least favoured land, the proprietor seizes whatever is over and 
above this, sajdng to both worker and capitalist, “ You can divide the 
rest between you.” This clearly is Ricardo’s view.* “^Vhatever 
raises the wages of labour lowers the profits of stock.” Wages can 
onljr rise at the expense of profits, and vice versa — a terrible prophecv 
that has been abundantly illustrated by the fortunes of the labour 
movement, but never more clearly than at the present moment 

But the mere statement of the fatal antagonism between capitalist 
and workman must have caused both grief and surprise to those 
economists who had endeavoured to demonstrate the solidarity of 
interests between them as between brothers. Bastiat was one of 
these, and he tried to show that in the course of economie evolution 
the share of each factor tends to grow, but that labour’s shows the 
greatest increase. 

There can be no objection to Ricardo’s method of stating the 
law. The whole thing is so evident that it is almost a truism. A 
cake is being shared between two persons. If one gets more than 
his due share is it not evident that the other must get less ? It may 
be pointed out, on the other hand, that the amount available for 
distribution is continually on the increase, so that the share which 
each participant gets may really be growing bigger. But that is 

i Tills is a fundamental distinction upon which Ricardo is alwajs insisting. 
The greater or smaller quantity of labbnr employed in the production of com 
bears no necessary relation to the worker’s wages. The one is merely a question 
of production, the other of distribution. The one is the task, the other the reward. 
But some might ask if the Ricardian theory of value docs not state that the 
value of the product is determined by the quantity of Labour necessary for 
its production, that this value will bo subsequently divided between capitalist 
and worker, and that the greater this quantity the greater will be the share of each. 
Labonr’s share may increase, but not the labourer’s, for we must not forget that 
wben tbc price of com goes* up from 10s. to 203. it is because the cultivation of 
j>oorcr lands requires twice the number of labourers demanded by the better land 
of land. Besides, it would be a strange thing to pay a man more as the work 
becomes less remunerative. - All that one could hope for would be that the workers 
under the new conditions mght be able to retain their old standard of life— that 
is, might be able to purchase the same quantity of bread despite the rise in price, 

* “ Thus, then, I have endeavoured to show that a rise of wages would in- 
variably lower proSts.” 

“ Thus in every case , . . profits are lowered ... by a rise of w.igcs. 

On the ineiactncES of the term “ Mgh rate of profits as a synonym for # 
proportionally larger share of the produce tee note, p. 1C2, 
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hardly the problem to be solved.^ Increase the cake tenfold, even 
a hundredfold, but if one person gets more than half of it the o!l;cr 
must have less. Ricardo’s implication is just that. Ilir, law deals 
wdth proportions and not mth quantities. 

Admitting that the proportion which one of the two factors 
receives can be increased only if the other is lessened, the problem is 
to discover which of the two, capital or labour, has the bigger 
portion. It really seems as if it were labour, for Ricardo speaks 
of another law of profits, namely, “ the tendency of profits to a 
minimum.” Here is another thesis which has had a Jong career in the 
history of economics, but what arc the reasons that can be adduced in 
support of it ? The natural tendency of profits, then, is to fall ; “ for 
in the progress of society and wealth the additional quantity of food 
required is obtained by the sacrifice of more labour.” It is deter- 
mined by the same cause as determined rent — the system is a solid 
piece of work at any rate. 

But how does the cultivation of inferior land affect the rale of 
profits ? We har'e already seen how the u’orker’.s share, the minimum 
necessary for keeping body and soul together, goes to swell the high 
price of corn.* But the manufacturer cannot transfer the cost of 
high wages to the consumer, for the rale of wages has no effect on 
prices. (Labour has, but wages have none.) As a consequence, 
the capitalist’s share must he correspondingly reduced. We must 
remember that the workman g.ains nothing by the high rale of 
wages, for his consumption of food is limited by nature, but this dots 
not hinder the capitalist losing a great deal by it. 

And so there must come a time when the ncecssara* wage will 
have absorbed cverj-thing and nothing will remain for profit. There 
will be a new era in historj', for every incentive to nccumnlatc c.npital 
will disappear with the extinction of profit. Capital will cca»e 
grovang, no new lands wall be cultivated, and population will he 
brought to a sudden stnnd.sliU.* The sfationr.iy state with its 

* Ricardo docs not deny this. Indeed, lie J-sj-k rtrea- cp-.a tla fn-! fh.M 

in arguing on Ibc nssuinjilion that the value produced ri ir.r.ia' ti." i ” 1 

have therefore mndonoiilloiv.ancofor theincreroing price of !);<■• o;'! '.- *■. 
besidca food of the labourer ; an incre.'!*-" whirh vvinld 1 - the o-^;v■eq•,;rr,^ r.J the 
incrca.'scd value of the raw nihteri.alo from which tl.cy are r.r.dc. ar.-.: vh’.rh 
would of courpo further inerrore wngra and lower j rr.r.t.-." 

* But thfa only means a ri-e in the nominal or nn-rry w.-j--. it d r.^t 
nie.an that the worker geta more com ; In' only c-tr- f!.' r-.rr.o ae-.'-na’ r.' I-.' 
becaure the price of corn ha*- gone op and it m.afcrs no disrirn-.T wh-tl r tl- 
man is paid in money or in kind. 

* “ I'or ns foon a? w.agra rhould be equal to the wl-.el-- rfc' >;';*■ < ’ 'h" fr.rr.-.'r, 
(hero must be on end of nocuinulafios ; for no capital c^ui tt'o r;.:13 '-.y 
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melancholy vistas vrill be entered upon. Jlill has described it in such 
eloquent terms that vre are almost reconciled to the prospect. But 
it could hardly have been a pleasant matter for Ricardo, who was 
primarily a financier and had but little concern with philosophy. He 
was vera^ much attached to his prophecies, and there is a delicate 
piece of irony in the thought that the tendency of profits towards a 
minimum should have been first noted by this great representative of 
capitalism. At the same time he felt a little reassured when he 
thought of the opposing forces which might check its downward 
trend and arrest the progress of rent. In both instances the best 
corrective seemed to h’e in the freedom of foreign trade. 

The general lines of distribution are presented to us in a strikingly 
simple fashion. The demonstration is neater even than the famous 
Tableau Iconamique, and it has the further merit of being nearer 
the actual facts as they appeared in Ricardo’s da^^ for they are no 
longer quite the same. It may be represented by means of a diagram 
consisting of three lines. 

At the top is an ascending line representing rent— the share of 
Mother Earth. The proprietor’s rent reveals a double increase both 
of money and kind, for as population and its needs grow it requires 
an increasing quantity of corn at an increased price. Still, the high 
price cannot be indefinitely prolonged, for beyond a certain point a 
high price of corn would arrest the growth of population and at the 
same time the growth of rent; then it would no longer be neces- 
sary* to cultivate new lands. 

In the middle is a horizontal line representing wages— labour’.s 
share. The real wages of labour remain stationary, for it simply 
receives the quantity of com necessary to keep it alive. It is true 
that as the com is gradually becoming dearer the worker’s nominal 
wages increase, but with no real benefit to him. 

Below this is a descending line representing profits— capital’s 
share.* It shows a downward trend for the simple reason that it 

whatever, and no additional Labonr can be demanded, and consequently popnb- 
tion will have reached ib highest point.” (Principl'J!, ed. Conner, p. CT.) 

* When speaking of a reduction of capital’s share Ricardo frequently cmployr 
the phrr.sp ” a lowering of tho rate of profits,” or '* a fall in the rate of profue.” 
A fall in the rate is not necessarily synonymous with a reduction of capital’s 
share, however. The rate of profit simply implies a certain proportion between 
rovenno and capital-^ per cent., for example; there is no suggestion of com - 
oarir-on between the qnantitic-s drawn by capif.alLst and workers respectitrly. 
Doubtless we must admit that, when the rate of profit is dimi-oL-hed. ce'w prriov.*, 
the part drawn bv capital rebtively to labour’s share also dimini^^hes, but it L« 
clear that if the quantity of capit-al employed in any industry were to l>c doubled, 
or the product halved, capital * even at the rate of 3 instead of 5 per cent., would 
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finds itself squeezed between the proprietor’s shnre, wbich tends to 
increase, and the labourer’s, which is stationar>'. The capitalist is 
brought to our notice in the guise of an English fanner who is obliged 
to raise his servants’ wages as the com becomes dearer, but who 
gains nothing by this rise beeausc the extra revenue is taken by the 
proprietor in the form of higher rent. But profits cannot fall in- 
definitely, for beyond a certain point it would involve an end to the 
employment of old capital and the formation of new capital. This 
would hinder the cultivation of new lands, and would arre.st the iiigii 
price of com and lower rent. 

8. The Bax^ce of TnanE Theory Aun the Quantity 
T nEO RY o f_Money 

Siich are the more characteristic of Ricardo’.s doctrines — at any 
rate, those that left the deepest impression >ipon his successors and 
caused the greatest stir among his contemporaries. Tlmrc arc other 
doctrines besides which, regarded as contributions to the science, 
are much.morc important and more definite ; but just Ixceausc they 
figured almost directly in the category of universally ncccptd truths 
whose validity and authorship have never been questioned they 
have contributed less to his fame. Such arc his theories of inter- 
national trade and banking, wlicre the theorist becomes linked to a 
first-rate practical genius. Here at any rate there is no note of 
pessimism and no suggestion of conflicting interests. On the con- 
irary, he was able to point out that “ under a ,sj-stem of perfect IsJjre 
commerce the pursuit of individiial advantage is ntim irably con - 
nected witli the universal good of the whole.'' ” 

nnlurri limicr of interna tional trade li e showed himself a m ore 
resolute Free Trader than either Smith or tfic Phy.ri ocmt.s . It S' cmetl 
to him that the only way of arresting the te rrible p ro gress of rent 
and of checking the rising unce oi com and the, dosm vranl tend ency 
^^rolits was b y the fre est importation ot foreign com. ' 

In addiliolT to this twofold argument in favour of Free Trade, 

bo drawing a more considerable rbaro and leaving labonr wi'h h.-s. p.-.-dr.!. t* 
we flnll have fo note, made Ih'’ Fame mistake. 

> In a letter to Sfalthus, Deceralwr IB, 181-5, he admi!.- with a n'rh ot r-.-rr! 
that even if a belt of fertile land were added to this id.-.r.d of car.'greCte wo'j’d i'dll 
keep tip. Free Trade h.v nddrd thf illinut-abl” srur of b.ttilr- l-rd v !■,; h U-r.-.TGo 
dreamed of, with the rer-nll that txvh prorus end rrafi' have f-'.n-n. 

In hia cssav On rnSreii'm fn A^'niUv't (IBCSl hr fbows Low Pre -.re., hr 
forcing the ctiUirafion of lcv> frrtiie land* at home, rr.iftf th« prie" o’ evrn .-.-ri 
incrcnfcs renta ; and hia demand war nr*! for tree i mj-o h^t fr,- * rr-'-v'ha 
of the duly to 10s, a qoiirfer. 
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Ricardo brings forward another which is of considerable important 
even at the present time. This argument is based upon* the ad- 
vantages which accrue fi^m the territorial divdsion of labour. » By 
stimulating industry, by rewarding ingenuit>% and by using most 
efficaciously the peculiar powers bestowed b}’- Nature, it distributes 
labourmost effectively and most economically. ’’ 

It may be worth while remarldng that his illustrious contemporaiy 
Malthus remained more or less of a Protectionist^ It might seem 
strange that JMalthus, continually haunted as he was by the spectre 
of famine, should refuse to welcome importation. But his point 
of view was doubtless largely that of the modem agricultural Pro- 
tectionist, who believes that the surest way of preserving a country 
from famine is not to abandon its agriculture to the throes of foreign 
competition, but, on the contrary, to strengthen and develop the 
home industry by securing it a sufficiently high price for its products. 
We must also remember that Jfalthus’s theory of rent differed some- 
what from Ricardo’s, and that he was not so violently opposed to 
State intervention.- 

But Ricardo’s principal contribution to the science was his dis- 
covery of the laws goverm'ng the movements of commodities and 
the counter-movements of money from one place to another, and the 
admirable demonstration which he has given us of this remarkable 
ebb and flow. 

As soon as the balance of commerce becomes unfavourable to 
France, let us say — that is, as soon as importation exceeds exporta- 
tion say by £1,000,000 — money is exported to pa^' for this excessive 
importation. Money becomes scarce, its value rises, and prices fall. 
But a fall in price will check foreign importation and will encourage 
exportation, so that imports will show signs of falling off while exports 
will grow. Jloney will no longer be sent abroad, and the current 
will begin to run the other way, until the £1,000,000 sent abroad is 
returned again. Sloreover, the £1,000,000 sent abroad will cause a 
movement in the opposite direction — superabundance and a deprecia- 
tion ‘in the value of money, high prices, a premium on importation 
and a' check upon exportation. Accordingly economic forces on 
both sides will conspire to bring back the balance of commerce to a 
position of equilibrium — that is, to that position where each country 
will possess just the quantity of money that it needs. 

s See An Jnqtiir?/ ir.!o iht ^I'cturc r.nd Projrej>s of Pent, 

' Cl this unexpected reznnrk to which H. Ikans has recently drawn attention ; 
** It is evidentlv impossihte for any GoTemment to let thinps just take their 
natoml course.*' (^lalthus, introdncUon to ^-he 
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It might be pointed out, on the other hand, that this somewhat 
complicated mechanism can only operate very slowly, and that 
considerable time must elapse before the prices of goods begin to 
respond to the change in the quantity of money. But ns a mailer of 
fact it- is not necessary to wait until this phenomenon becomes 
cstabh’siied, for another striking feature precedes it end announces 
its approach so to speak, and this is, os Smith had already noted, a 
change in the value of bills drawn on foreign countries. The fort ign 
exchanges are so sensitive that the slightest rise is enough to stimulate 
exportation and to check importation. 

Accordingly money seldom loaves a countrj', or only leaves it for 
a short time. In other words, contrary to the generally accepted 
opinion, silver and gold in international trade do little more than 
oil the wheels of commerce. The trade is carried on ris if the 
metals were non-existent. In short, it is ^essentially of the nature 
of barter.' 

The explanation is very schematic. Every' incidental phenomenon 
is omitted, and the whole theory' implies the validity of the quantity 
theory of money, which is now open to considerable criticism as being 
altogether inadequate for an explanation of the facts involved. Hut 
this theory of the automatic regulation of the balance of trade by 
means of variations in the value of money, although already hinted 
at by Hume and Smith, is none the less a discovery' of the first orrlcr, 
and one that has done service as a working hypothesis for i\ whole 
century.® 

Its explanation turns upon a particular th.cory of inlcrjiational 
trade which we can only mention in p.assing, but which we sliail fisid 
more fully developed in Stuart Mill's theory of international v.aiiics, 

4. Paper Money, its Issue and Regulation 

The enunciation of the princi ples whicli should govern th e co nduct 
of bankers in issuing paper money is another debt t hat ’.ve owe to tiic 

* "Gold and Eilvcr !iaviDg~b<M;n chorea lot tK^acral rnp-.liurno! c;nr.'!U?.-05, 
they are by the comp'.'tition of commerce dbtributed iarurh projwitj'.i.''.* femerc 
the digerent countrica of the world na to aceoaimodatc therr'-ivt.*' to thr r-at^iri! 
traffic whicli would take place if no such nietnla e.ii.itctJ B.ad tiie tmos fj^twrer. 
ooanfrics were purely a trade of barter.” 

* Ricardo al?o poinU; out that if. whicli is b tnuch rirocgrr wt 

to pay a subsidy to n foreign I’owrr, money would no' b rij-.uted wl-J.; t'.rre 
were r.ny goods which could more cheaply di'ch.argr tie r.'yrr.rat. (MrCv.l- 
looh'e edition, p. 2C0.) As a matter of fact, th^- r.wv-.'.n Powin win wrer 
leagued egainst Napoleon were Fub-idl'c-d in thi« fitrlacr.. th ri^-.rrt.’: eir<-r>-ur.jr 
the imports by many millions. Th** indemnity of f* milliard'' cf fr..rir‘ p-'dd i-.i 
hYance to Germany aflorda another illa'-tratioa of thi same truth. 
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genius of ^cardo. Bank Act of 1822, and that of 1 844 esnedallv 

^c ^iaid doY.irthe fbtu re policy of the Bank nf 

OP the part oi th'e "Gove rnment to^uTms prindnlSlnffi 
practice. ~ ’ r 

Ricardo was an eye-witn ess of the grea t panic of Februair 26. 
1797, wiien the reserves of the Bank of Engl^ fell from ten millions 
to a million and a half^ necessitating an Order in Council suspending 
cash payments. The suspension, vrhich was supposed to be a 
temporary expedient, extended right up to 1821. The depreciation 
in the value of the bank-note averaged about 10 per cent, but at 
me period towards The end of the Napoleonic wars it rose as high 
as 30 per cent. He also witnessed the suffering which such depre- 
aation caused. Landlords demanded the pay rmnt of their rents 
injgold, or c laimed a p-increase in the rent equS to the fall In the 
value of the note. 

Ricardo tried to unrave l, t he causes of th is d epreciatip n in h is 
pamphlet entitled T he Sigh Price of Bullion, published in 1809, 
and c ame to the contusion that there was only one cause, namely, 
an excessiv e supply of pap er. At this distance of time it might not 
be thought such an extraordfnaiy discovery after alL Still, he had 
the greatest difBculty in getting people to admit this, and in refuting 
the absurd explanations which bad previously been suggested. J?e 
showed how a d epr eciation in the value of the note necessarily resulte d 
in the exportation of gold, although m ost of his con temp oraries, on 
the contrary, belieTS TtHat the exportation of g old was the cause of 
nli the rnis chief which they sough t to check by an^ct of Farh'amen t. 

“ T^e rcrnMiy which I propose for all the erils in our currency is 
that the BmksSoulB gradually decrease t he hmount of their notes 
in circul ati on unril they shall have rendered the remainder of equa l 
v^ue^tEThe coins ^ich the y represent, or i n otherwprds till th e 
prices^ goid'andTsHye^ s^ b e brought down to thei r 3Iint 

But if that is the case why not cut the Gordian knot and suppress 
paper money altogether? The reply shows. how well Ricardo had 
shigted SmithT~^^ A~wdl-rcgulated paper currency is so great an 
1 improvement in commerce tbatT should greatlT ^g^et if p rejudice 
ishoulTlngucruslolreturnToal^i^ uti lity-.” “ The intro-i; 

■ducSwrofthTprecJous mefaE fortEcpur^ses ofliioney may with j 
truth be considered as one of tlie most important steps towards the t 
improvement of commerce and the arts of cHriliscd life ; but it is 
‘uo less true that with the advancement of knowledge and science 
1 Riesrdo’s -narks. 3fcC-nI!och’s emtioa, p. 287.. 
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we discover that it would be another iinprovcmcnl to banish tiifr)n| 
again from the employment to which, during a less cnlighlenea 

r eriod, they had been so advantageously applied,” ^ f 

Proceeding, he points out that where you have only metallic 
( money it might happen that the production of gold fails to keep 
\pace with the growth of population, in which case you have a ris-.-, 
jin the value of gold accompanied by a fall in prices. This danger 
I might be obviated by a careful issue of notes in accordatice with 
the demands of society. In short, Ricardo is so little disposed to 
abandon the system of paper money and to rctuni to the previous 
system of metallic money that, on the cotitrary, he would prefer to I 
kbolish the metallic system altogether, taking good care that paperj 
money did not become superabundant. 

So convinced wa sj hc of the superiority of paper money t hat_ltc 
bad no desire to see the Bank resume cash pa^ nnent. The result of 
the resumption would be a demand on the part of the public for a 
conversion of their paper money, “and thus, to indulge a mere 
caprice, a most expensive medium would be subsliluled for one of 
little value.” 

I But if tl £ notes arc not convertible into cash, what is there lo\ 
(guarantee their value or to regulate their issue and prevent depreda* 
'tion ? This can be done merely by keeping n reserve of gold at the 
bank, not necessarily in the form of money, but in the form of ingots. 
The bank would not be allowed to issue any notes beyond the value 
of these ingots. This regulation would have the effect of keeping 
the value of the note at par, for bankers and money-dealers would 
immediately proceed to convert these notes into gold as soon as 
they showed any signs of depreciation. This would not mean, 
however, that the public nt large would again return to the use 
of metallic money, for these ingots would be of little use for purpo-Cij 
of cverj'day life. 

It is a curious system. One would h ardly c.xpcct the 
champion of Liberal political economy to dutlTne aliank ing s}~stern 
winch c mild onK ^ o perate t liroug li n btatc bank. This was clc.'’J’ly 
his^oplmon, however. He declared himsdf opposed ^ojUic 

■ free banking system, and doubted ihe ability of such a system to 
rcgulat^' t he" cu nxn^ '^TfiTTHat 'sense there 'SiYr be no excel, 
whTisTtlic bank docs not pay in specie, because the comn'.crcc of the 
country can c.asily employ and absorb any sum which the bank may 
send into circulation,” * This shows what little confidence n 
Liberal individualist like Ric,ardo had in the liberty of !nfji\ndtinls 
* Ritardo’s works, lIcCuIIoch’s edition, p, <104. ’ ffi'a, p. IS?. 
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and their ability to judge of the kind of money that is most service- 
able. 

Ricardo’s disciples are legion, and among them is every economist 
cf standing of the earlier part of the nineteenth century'. The 
best known among these are the three writers who immediately 
follow him in chronological order : James MiU, the father of John 
Stuart i\Gll [ElemeiJis of Political Economy, 1821), his friend McCulloch 
{Principles of Political Economy, 1825), and Nassau Senior {Political 
Economy, 1836). 

The two first-named writers contented themselves with a -vigorous 
defence of the master’s views -without contributing anjThing very 
new. We have already referred to the very different conclusions 
which James JGll draws from the theory of rent, and how he became 
an advocate of land nationalisation. McCulloch also was one of 
the earliest advocates of the right to strike. 

Senior deserves a few pages to himself, for his work in systema- 
tising the Classical doctrines. We shall deal \rith him in our chapter 
on John Stuart MilL 



BOOK II : THE ANTAGONISTS 

With the completion of the work of Say, Mnllhus, and Ilicardo it 
really seemed as if the science of political economy was at Inst 
definitely constituted. 

It would, of course, be extravagant to inniginc that these three 
writers were unanimous on all questions. There were several points 
that still remained obscure, and more than one theory that was 
open to discussion. Despite its apparent rigidity, it would not have 
required much critical ability to detect flaws in the svnnmctrieal 
doctrine so recently elaborated and to predict its ultimate discredit. 

Hardly, indeed, was their task completed before the new doctrine 
found itself subjected to a most formidable attack, which w.as 
simultaneously directed against it from all points of the compass. 
The criticisms and objections advanced against the new science of 
political economy form the subject-matter of this second book. 

First comes Sismondi, a purely critical mind, with a Imunting 
catalogue of the sufferings and miseries resulting from free competi- 
tion. Spirits still more daring will essay the discovery of new prin- 
ciples of social organisation. The Saint-Simonians will dcm.and 
the suppression of private property, the extinction of inheritance, and 
xhc centralised control of industry by the arm of an omniscient 
government. The voluntary socialists — Owen, Fourier, I/jui.^ Blanc 
— will claim the substitution of voluntary co-opcralion for per- 
sonal interest, Proudhon will dream of the reconciliation of lihfrly 
and'justice in a perfect system of exchange from which money shall 
be excluded. Finally, the broad cosmopolitanism of the Chs'^rical 
writers is to find a formidable antagonist in Fricdricli List, and a 
new Protectionism, based on the sentiment of nationality, is to 
regild the old Jlcrcantilism which seemed so hopclc^ssly haltered 
under the blows of Adam Smith and the Physiocr.ats. 

These very diverse doctrines, along witli much that is fanciful and 
erroneous, contain many just ideas, many origmal conception:;. 
They never succeeded in supplanting the doctrine of the founders ; 
but they demonstrated, once for all, that the science, apparently ami- 
plete, was in reality far from perfection. To the Orthodox :-c!i'‘-ol 
they flung the burnt which Hamlet cast at Hor.atiur : “ 1 nere 
arc more things in heaven and earth than are dreamt of in your 
philosophy." In this way fmitful discussions were frequeuiK 
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raised, and the public proved sympathetic listeners. The economists 
who were still faithful to the Classical creed began to. doubt the 
validity of their deductions and were forced to modify their methods 
and to overhaul their conclusions. 

Let us now attempt to realise the importance of the part wliich 
these critics played. 


CHAPTER I : SISMONDI AM) THE ORIGINS 
OF THE CRITICAL SCHOOL 

The first thirty years of the nineteenth century witnessed profound 
transformations in the structure of the economic world. 

Economic Liberalism had everywhere become triumphant 
In France the corporation era was definitely at an end by 1791. 
Some manufacturers, it is true, demanded its re-establishment 
under the First Empire; but they were disappointed, and their 
demands were never re-echoed. In England the last trace of the 
Statute of Apprentices, that shattered monument of the Parlia- 
mentary regime, was removed from the Statute Book in 1814. 
Nothing remained which could possibly check the advent of laissez- 
faire. Free competition became universal. The State renounced 
all rights of interference either with the organisation of production 
or with the relations between masters and men, save always the right 
of prohibiting combinations in restraint of trade, and this restriction 
was upheld with a view to giving free play to the law of demand and 
supply. In France the Penal Code of the Empire proved as tyrannous 
as the old rigime or the Revolution; and although freedom of 
combination was granted in England by an Act of 1825, the defined 
limits were so narrow that the privilege proved quite illusoiy. The 
general opinion of the English legislator is well expressed in the 
report of a Commission appointed by the House of Commons in 
1810, quoted by Sir. and Mrs. Webb.^ “ No interference of the 
legislature with the freedom of trade, or with the perfect liberty of 
every individual to dispose of his time and of his labour in the way 
and on the terms which he may judge most conducive to his 
interest, can take place without violating general principles of the 
first importance to the prosperity and happiness of the community,” 
In both countries — in England as well as in France — a regime of 
individual contract was introduced into industry, and no legal 
' S. *ad B. Webb, Eisicry of Trxide Vr.icnitn, p, 54, 
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intervention v?as allowed to limit this liberty — a liberty, bowever. 
which really existed only on the side of the employers. 

Under this rlgimc the new manufacturing industry-, born of 
many inventions, was wonderfully developed. In Great Briiain 
Manchester, Birmingham, and Glasgow, in France Lille. Sedan. 
Rouen, Elbeuf, Mulhou.se, became the cho.sen centres of Jarge*scaJe 
production. 

Alongside of these brilliant successes wc have two new plieno- 
mena which were bound to draw the attention of ob.servers and to 
invite the reflection of the thougljtful. First we have the concentra- 
tion in the great centres of wealth of a new and miserable cla.ss~thc 
workers ; and, secondly, wc have the phenomenon of over-produc- 
tion. 

Factory life during the earlier half of the nineteenth century 
has been the subject of countless treatises, and allenlion has fre- 
quently been drawm to the practice of employing children of all ng' .s 
under circumstances that were almost always unhealthy and often 
cruel,* to the habit of prolonging the working day indefinitely, to 
the inadequate wages paid, to the general ignorance and coarseness 
of the workers, as well as to the deformities and vices whicli resulted 
under such unnatural conditions. In England. mc<iical rcjmrts, 
House of Commons inquiries, and the speeches and publieatii.-ns of 
Owen aroused the indignation of the jmblie, and in IKUi an Act 
of Parliament was passed limiting the hours of work of children in 
cotton factories. This, the first rudiment of factory legi'li’.lion, 
was to be considerably extended during llic course of tlic century. 
J. B. Say, who in 1815 was travelling in England, declared that a 
worker wdth a family, despite efforts often of an heroic character, 
could not gain more tlian three-quarters and .sometimes only a half 
of what was needed for his upkeep.* 

In France wc must wait until 1810 to find in the great work of 
l)r Villermc a complete dc.scriplion of the hcarlrending life of fhr 
workers and the martyrdom of their children. Here, for example, 
we learn that “ in some eslnhlishmcnls in Norm.andy the thong 
used for the punisliment of children in the spinner's trade .appear' 
as an instrument of production.’’ * Even before ihi'-. in an inqnir;. 

‘ In 1835 Andrew Ure ^.4811 rrclonoi t!..-.: in 

tbe roanufnclure ol cotton, wool, linen, nnd risk in Enelir.ii tl '.re vt;,- m j 'i.y^d 
4800 Iw^n and ,5308 girb h.-low 11 ycAr? of r.ge, t<.y'i itr.d e '.f',”' r-rl' 

Ifctween 11 and 18 years of .age. and SS.O'Xi Ti'.rn ra-.-.i vst nan 

!fi years ; ft total of ISti.CitiO i>oy.s and turn r.g.ain.*, lO'-.t**'* g;*!"- and soa'.';r.. 

• It. 8'ny, tide* .dftjfait, in tf.'tn-c.', toL IT, p. 31.5. 

’ ViUermi'r. rcjiorl in 2'iwjirei cfe VAtadir-.if dr.' P.-irvti rek si 
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into the state of the cotton industry in 1S28, the Mulhouse masfccn 
expressed their belief that the growing generation was gradually 
becoming enervated under the influence of the exhaustive toil of a 
day of thirteen or fifteen hours.' The Bulkiin of the Industrial 
Society of Mulhouse of the same year states that in Alsace, among 
other places, the generah working day averaged from fifteen to 
sixteen hours, and sometimes extended even to sev’enteen hours." 
And all evidenee goes to show that things were equallj’^ bad, if not 
worse, in other industrial towns.® 

Crises supplied phenomena no less disquieting than the suflerings 
of the proletariat. In 1815 a first crisis shook the Engh'sh market, 
throwng a number of workmen on to thie street and .resulting in 
riots and machine-breaking. It arose from an error of the English 
manufacturers, who during the war period had been forced to 
accumulate the stocks which they could not export, so that on the 
return of peace their supplies far exceeded the demands of, the 
Continent. In 1818 a new commercial panic, followed by fresh 
riots, again paralysed the English market. In 1825 a third and more 
serious crisis, begot probably of the extensive credit given to the 
newly opened markets of South America, caused the failure of about 
seventy English provincial banks, bringing much ruin in its train, 
as well as a shock to several neighbouring countries. During the 
whole of the nineteenth century similar phenomena have recurred 
■with striking regularly, involving ruin to ever-widening areas, as 
production ofT a large scale bias extended its sway. No wonder some 
people were driven to inquire whether the economic system beneath 
all its superficial grandeur did not conceal some lurking flaw or 
whether these successive shocks were merely the ransom of industrial 
progress. 

• Poverty. and economic crises were the two new facts that attracted 
immediate attention in those countries where economic liberty, had 
secured its earliest triumphs ; and no longer could attention be 
diverted from them. Henceforth they were incessantly employed 
by writers of the most various schools as weapons against the new 
rigime. In many minds they gradually engendered a want of 

p. 414, note. Vlllernifi’s obsenrations were made in 1835 and 1836, elthongb 
his celebrated work, Tahleav de VSlal jdiytiqve ei noral dtt Ouvriere, was not 
published till 1840. This book is a reproduction of his report to the Academy. 

> Er^Ut svr r Industrie du Ccion, 1829, p. 87. Evidence cf Messrs. Witx md 
Son, manufacturers. 

’ Vide Bulleiin dela Sorieii, etc., 1S28, p. 325— i29. . -n • 

* Cf. Rist, Jha-h du Travail done Vlrdvsirit frcr.^e delB2Q a 1670, m the 
Bev^te d’Ecomociie ■paliiique, 1897, pp. 371 ti *eq. 
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nonfidence in the doctrines of Adam Smith. With some philanthropic 
and Christian writers they provoked sentimental indignation and 
aroused the vehement protest of humanity against an implacable 
industrialism which was the source of so much misery and ruin. 
With others, especially with the socialists, who pushed criticism to 
much greater lengths, even to an examination of the institution of 
private property itself, they resulted in a demand for the complete 
Cverthrow of society. All critics whatsoever rejected the idea of a 
spontaneous harmony between private and public interests ns being 
incompatible with the circumstances which we have just mentioned. 

Among such writers no one has .upheld the testimony of these 
facts more strongly than Sismondi.* All his interest in political 
economy, so far as theory was concerned, was summed up in the 
explanation of crises, so far as practice, in the amelioration of the 
condition of the worke^ No one- has sought the^cxpjanation.or 
striven for the remedy \\ith greater sincerity. He is thus the chief 
of a line of economists whose works never ecased to exercise influence 
throughout the whole of the nineteenth century, and who, without 
being socialists on the one hand or totally blind to the %'iccs of 
laissez-faire on the other, sought that happy mean which permits 
of the correction of the abuses of liberty while retaining the prin- 
ciple. The first to g^ve sentiment a prominent place in liis tlicory, 
liis work aroused considerable enthusiasm at the time, but was 
subjected to much criticism at a later period. 


I : THE ADI AND lilETHOD OF POLITICAL ECONOMY 
SisMOKDi began his career as an ardent supporter of economic 
Liberalism. In 1803, the year that witnessed the production of 
Say’s treatise, he published an exposition of the ideas of Adam 
Smith in a book entitled La JHchesse eommcrciale, a volume which 
achieved a cerl.ain measure of success. During the following years 
he devoted himself to work exclusively historical, litcraiy*. or 
political, and he only returned to the study of political economy 
in 1818. “ At this period,” he writes, *' I was keenly interested in 

the commercial crises which Europe had experienced during the 

’ Sistnondi vrna a native of Geneva. His family was originaily Itnlisn, bol 
took refuge in France in the sixlccnlb century, and migrated to Geneva after 
tbo Revocation of the Edict of Nantes. Hero Sismondi was bom in He 

is oven bettor knorvn for his two great worla L'lJirloirt li'j iJiTi'-oti/.* 

and L’Hisioire dti Franfai's limn for his economic elndies. He was a frequent 
guest of lime, do StaCl at the Cb&tcau Coppet. and arnong the other vuiterr 
whom ho met there was Robert Owen, Uc died in IS-<2, 
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past years, and in the cruel sufferings of the factory hands, n-hich 
I myself had 'nitnessed in Italy, Switzerland, and France ; and which, 
according to public reports, were at least equally bad in England, 
Belgium, and Germany.” i It was at this moment that he was asked 
to write an article on political economy for the Edinburgh Encychy- 
pcBdia. Upon a re-examination of his ideas in the light of these new 
facts he found to his surprise that his conclusions differed entirely 
.from those of Adam Smith. In. 1819 he travelled in England' 
I that wonderful country, which seems to have undergone a great 
i experience in order to teach the rest of the world.” * This seemed 
to confirm his first impressions. He took the article which he had 
contributed to the Encydopcedia and developed it. From this work 
sprang the treatise wlxich appeared in 1819 under"*the significant 
title of Nouveaux Principes d'l^coiwmie politique and made him 
celebrated as an economist. His path was already clear. His 
want of agreement with the predominant school in France and 
England was further emphasised by the appearance of his studies 
in economics,® in which he illustrates and confirms the ideas already 
expounded in the Nouveaux Principes by means of a great number 
of descriptive and historical studies bearing more especially upon 
the condition of the agriculturists in England, Scotland, Ireland, 
and Italy. 

Sismondi’s disagreement was not upon’ the theoretical principles 
of political economy. So far as these were concerned he declared 
himself a disciple of Adam Smith.^ He merely disagreed m'th the 
method, the aim, and the practical conclusions of 'the Classical 
school. We will examine his arguments on each of these points. 

First of all as regards method. He draws an important distinc- 
tion between Smith and his followers, Ricardo and J. B. Say. 
“ Smith,” says he, “attempted to study every fact in the light of 
its own social enrironment, ' and his immortal work is, indeed, 
the outcome of a philosophic study of the history of mankind.” * 

J b^ottvfavx Prlndpts', Tol. ii, p. xxii Onr quotations are takeuLfrom the 
second edition, published in 1827. 

* Ibid., p. iv. 

* Two volumes, Paris, 1837 and 183S. 

* Nouveaux Principes, vol. ii, pp- 50-51, " Adam Smith’s doefrinr is also 

ours, but. the practical conclusion which wc draw from i be doctrine l-orrowcd from 
him frequcntlv appears to ns to bo diametrically oppored to his." 

» Ibid., p.‘5G. “ Ad-am Smith recognised the fact that fhcacirnec of porem- 

ment was largely experimental, that ite real foundation lay in the history of 
various peoples, and that it Ls only by a judicious observ.-.tion of facts that we can 
deduce Hie general principles. His immortal work is. jndwd. the outcome of a 
pEphic Ldy oi the iLoty of mankind.” Cf. r.bo rol. i. pp. 47. 359. 
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To^rards Ricardo, who is accused of lm\'ing introduced the nhstraci" 
method into the scienc e. Ids attitude is quite different, and much as 
he admired Malthus, who, “ possessed of a singularly forceful and 
penetrative mind, had cultivated the habit of a conscientious study 
of facts,” 1 still his spirit shrank from admitting those abstractions 
which Ricardo and his disciples demanded from him.* Political 
economy, he thought, was be.st treated as a “ moral science where all 
facts ^rc interwoven and where a false step is taken whenever 
one single fact is isolated and attention is concent rated tipon 
it alone.” * The science was to be based on experience, upon 
history and observation. Human conditions were to be studitd 
in detail. Allowance was to be made for the period in which a man 
lived, the country he inhabited, and the profession he followed, 
if the individual was to be clearly vi.sualiscd and the influence 
of economic institutions upon him succcs.sfully traced. “ I am 
convinced,” says he, “ that serious mistakes have ensued froni 
the too frequent generalisations which have been made in social 
science.” * 

This criticism was levelled not only al. Ricardo and McCulloch, 
but it also included J. R. Say within its purview, for Say had treated 
political economy as an cxjiosition of a few general principles. It 
also prepared the way for that conception of political fconomy 
upon the discovery of which the German Historical school so prided 
itself at a later date. Sismondi, himself an historian and a p\iblicist 
interested in immediate reforms, could not fail to .see quite clearly 
the effects that social institutions and political -orpinisal ion were 
bound to have upon economic prosperity. A good iUuslrntion of 
his method is furnished by his treatment of the prob.ablc effeets of 
a complete abolition of the English Corn Laws. The question, lie 
remarks, could not be decided by theoretical arguments alone 
wthout taking some account of the various methods of cultiv.sting 
the soil. A country of tenant farmers such ns England would find it 
difficult to meet the competition of feudal countries such as Poland 

’ A'^oinvat/* Prinr.ijt'}. vol. ii, p. 208. Cf. nbo pj>. 288, .'ii-fi. 

* ’ Ibid., p, 50. In several other p-v-e.-igc-s lie l.-.ki' Tl c.'.rco to l.vU (vr!. i 
pp. 257 , 300, 330, SCO, 123 ; vol. ii, pp. 184. 100, 218, 

* Ibid., p. SO. 

* Etwh.f BUT fiertnnmic p'dili'pt', preface, p. v. Already in hi' 0"'. rror!. 
La JliclKsuf commrrcialc, he had declared : “ Politiir.a! i eerenriV !•'. • i t ' ' ■ 
the Btiidy of man or of men. We inm-t know hninan r.aiurr, th- <•! -.rr et. - r'.^- 
destiny of nations in diflercnt places and at di(T!'r>'n! tirr.r*. tW- inii'i ree*::;. 
historians, quc-slion travellers, etc. . . . The phihrephy of ir.f.ery . . , 
study of travels, etc., ore paraPe’ rfudics.” 
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or Russia, where com only costs the proprietor "a few hundred 
lashes judiciously bestowed upon the peasants.” ^ 

Sismondi’s conception of economic method is incontestablv 
just so long as the economist confines himself to the discussion of 
practical. problems or attempts to gauge/ the probable effects of a 
particular legislative reform or is unravelling the causes of a par- 
ticular event. But should the economist wish to picture to himself 
the general aspect of the economic world, he cannot afford to neslcct 
the abstract method, and Sismondi himself was forced to have 
recourse to it. It is true that he used it with considerable awksrard- 
ness, and his failure to construct or to discuss abstract theories 
perhaps explains his preference for the other method. At any rate 
it does partly explain the keen opposition which his book aroused 
among the partisans of what he was the first to call by the happy title 
of the “ Orthodox ’/-school. 

But .to imagine anything more confused than the reasonings 
by which he attempts to demonstrate the possibilit\* of a general 
crisis of over-production is difficult.* For his point of departure he 
takes the distinction between the annual revenue and the annual 
.y production of a countrj'. According to him the revenue of one 
lyear pays for the production of the following.® Accordingly, if the 
■production of any one year exceeds the revenue of the previous year 
: 3 portion of the produce will remain unsold and producers ■will be 
' mined. Sismondi reasons as if the nation were composed of agri- 

1 Aoyfcaux Principcs, vol. i, p. 257. 

* Sismondi’s a’R'krrardncEs in the manipulation of ebstruct reasoning is 
clearly visible in a host of other passages. cspedaDy in the vsgnencss of hia 
definitions. Labonr in one place is defined as the conrcc of all revenues 

vol. i, p. 85) ; elsewhere, as the workers’ revenue as conliusted with interest and 
rent {vol. i, pp. 96, 101, 110, 113, 114; vol. ii, p. 257, etc.). He isever distin- 
gnishes between national and private capital, and wages arc fometimes treated 
as capital, Eometimes as revenue (p. 379). He constantly uses sueb vague- terms 
as “ lacb ” and “ poor ” to designate capitalist and worker (vol. ii, ebap. 5). In 
his explanation of how the rate of interest is fixed he says that the strength of 
the Icndem of capital just bahnees the strength of the borrowers, and. in all 
other markets, they hit upon a proportional mean (vol- ii, p. 36). . In o similar 
fashion he is constantly confusing revenue in kind with money revenue. 

* “Last year’s revenue pays for the prodnetion of this.’’ {Ibid., vol. 'i. 
p. 120.) Farther on be adds'; “ After all, what we do is to exchange the 
total prodnet'of this year against the total product of the preceding one ” (p. 121). 
Sismondi attached ^eat importance to the distinction between the nationa’ 
revenue and the annual product, “ Tfao confusion of the annual revenue vnth 
the annual product casts a thick veil over the whole science. On the otlicr hand, 
all b-’comes clear and facte fall in -with the theory as soon as one is separaU-d from 
the other.” {fbid., pp. 3C6-SG7.) It is he himself, on the contrary, who create* 

the -lonfasion. 
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culturists who buy the manufactured goods they heed with the 
revenue received from the sale of the present year’s crop. Conse- 
quently if manufactured products .ate superabundant,^ the agri- 
cultural revenue will not be enough to pay a sufficient price. 

I But within the argument there lurks a twofold confusion. A.t 
bottom a nation’s annual revenue is its annual produce, and the one 
cannot be less than the other. Moreover, it is not the produce of two 
different years that is exchanged,, but the various products of the 
same year, or rather (for this subdivision, of the movements of the 
cconomie world into' annual periods has no counterpart in actual 
life) it is the different products created at every moment that are 
being continually exchanged, thus constituting a reciprocal demand 
for one another. At any one moment there may be too many or 
too few products of a certain kind, resulting in a severe crisis in, one 
or more industries. But of every product, at, one and the same 
time, there can never be too much. McCulloch, Ricardo, and Say 
victoriously upheld this view against Sismondi.' I 

It is not only on the question of method, but still more oh the . 
question of aim, that Sismondi finds himself in opposition to the 
Classical school. To them political economy was the science 
of wealth, or chrematistics, as Aristotle called it. But the real object 
’ of the science should be man, or. at least the physical well-being of 
man. To consider wealth by itself and to forget man was a sure 
way of making a false start.* This is why he gave such prominence 
to a theory of distribution alongside of the theory of production, 
which had received the exclusive attention of the CLassical writers. 
The Classical school, it is true, might have retorted that they gave 
first place to production because the multiplication of products 

* McCulloch criticised Sismondi in an article in the Edinlurgh Jievteta of 
October 1819. For J.B. Say .ccopp. 115-117. 

With regard to Ricardo, Sismondi relates that in the very year of his death ho 
had two or three conversations with him on this subject at Geneva, In tho end 
ho seems to have accepted Ricardo’s point of view, but not without several 
reservations. “We arrive then at Ricardo’s conolnsion nn'd find that when 
circulation fs complete (and having nowhere been arrested) prodnotion does 
give rise to consumption ’’ ; but bo adds ; " This involves making an abstraction of 
time and place, and of all lliosc obstaclea which might arrest this circulation.’’ 

Sismondi defended his point of view i^ainst his three critics in two articles 
reprinted at tho end of the second edition of the Noiivcaux Prineipa. 

• Tho accumulation of wealth in altlrattounol the aim of government, but 
_ the participation by aU its citirens In the pleasures of life which the wealth repre- 

tents. Wealth and population in the abstract ore no indication of a rountry’s 
prospenty: they must in some way bo related to one another before being 
rmpioycd as tho basis of compariEoa." {Konicanx Prineipa, voL i, p. 0.) ' 
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was a qua non^ of all progress in distribuh'on. But Sisinondi 
regarded it otherwise. Wealth only deseires the name when it is 
proportionately distributed. , He could not conceive of an abstract 
treatment of distribution, and consequently could not appreciate it. 
In his own treatment of distribution he devoted a special section to 
the “ poor,” who live by their kbour and toil from morn till eve in 
field or workshop. They form the bulk of our population, and the 
. changes wrought in their way of life by the invention of machinery, 
the freedom of competition, and the rigime of private property was 
what interested him most. j“ Political economy at its widest,” 

. he says, ” is a theory of charity, and any theoiy that upon last 
analysis has not the result 'of increasing the happiness of mankind 
does not belong to the science at alL”/^ 

Wbiat really interested Sismondi was not so much what is called 
political economy, but what has since become known as iconomic ■ 
gociate in France and Sozialpoliiik in Germany. EHs originah'ty, 
so far as the history of doctrines is concerned, consisted in his having 
originated this study. J. B. Say scorned his definitions, so different 
were they from his own. “iiL de Sismondi refers to political 
economy as the science charged with guarding the happiness of 
mankind. What he wishes to say is that it is the science a know- 
ledge of which ought to be possessed by all those who are concerned 
with human welfare. Rulers who wish to be worth}' of their positions 
ought to be acquainted with the study, but the happiness of mankind 
would be much jeopardised if, instead of trusting to the intelligence 
and industry of the ordinary citizen, we trusted to governments.” - 
And he adds : ” The greater number of German writers, by following 
the false notions spread by the Colbertian system, have come to 
regard political economy as being purely a science of administra- 
tion.” 


II : SISSIONDI’S CRITICISIil OF OMLR-PRODUCTION 
AND COMPETITION 

DECEiran as to the best method to follow, mistaken in its 
conceptibn of the nature of the object to be kept in view, it is not 
surprising that the ” Chrematistic school ” should have gone astray 
in its practical conclusions. The teaching of the school gave an 

1 Konvtavx Prtndpes, vol. ii, p- 230. Elsewhere he adds: “Should the.. 
Govemment ever propose to further the interests of one class at the expense of 
another that class should certainly be the workers." {ibid., toI. i, p. 372.) 

* CoKTt complH, vol. ii, p. 651. 
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undoubted incentive to unlimited production, for it vras loud in its 
praise of free competition. It preached the doctrine of harmony of 
interests, and considered that the best form of government was no 
government at all. These were the three essential points to which 
Sismondi took exception. 

^ First as regards its immoderate enthusiasm for production. 
According to the Classical writers, the general growth of pro- 
duction presented no inconvenience, thanks to that spontaneous 
mechanism which immediately corrected the errors of the entrepreneur 
if he in any way under-estimated the necessities of demand. Fall- 
ing prices warned him against a false step and influenced him in 
directing his efforts towards other ends. In a similar way rising 
prices proved to the producers that supplies were insufficient and 
that more must be manufactured. Hence the evils committed 
would always be momentary and transient. 

To this Sismondi replied ; If instead of reasoning in this abstract 
fashion economists had considered the facts in detail, if instead of 
paying attention to products they had shown some regard for man, 
they would not have so lightheartedly supported the producers in 
their errors. An increased supply, if supply were already insufficient 
to meet a growing demand, would injure no one, but would be 
profitable for all. That is true. But the restriction of an over- 
abundant supply when the needs grow at a less rapid rate is not so 
easily accomplished. Does anyone think that capital and labour 
could on the morrow, so to speak, leave a declim'ng industry in order 
to engage in another ? The worker cannot quickly leave the work 
he lives by, to which he has served a long and costly apprenticeship, 
and wherein he is distinguished for a professional skiU that will be 
lost elsewhere. Rather than consent to leave it, he will let his wages 
fall, he will prolong the working day, remaining at work for fourteen 
hours, and will toil during those hours that would otherwise be spent 
in pleasure or debauchcjy' ; so that the produce raised by the same 
number of workmen mil be very much increased.^ As for the manu- 
facturer, he mil not be less loath than the worker to quit an industry 
into the management and construction of wliich he has put half or 
even three-quarters of his fortune. Fixed capital cannot be trans- 
ferred from one use to another, for even the manufacturer is bound bv 
custom-— n moral force whose strength is not easily calculated;^ Like 
the worker, he is tied to the industry which he has created and from 
which he draws a living. Consequently production, far from being 

* Nowtaux Princififs, -vol, i, p. 333, 

• llid., p, 330. 
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ipoDtanetmsIy restrained, vrill remain the same or -Rifl even perhaps 
tend to increase. In the end, however, he must >ield, and adaptation 
will take place, but only after much ruin. “ Producers '.vill not 
Tnthdraw from that industry entirely, and their numbers will 
diminish only when some of the workshops have failed and a number 
of worlanen have died of misery.” “ Let us beware,” says he in 
conclusion, “of this dangerous theory of equilibrium which is sup- 
posed to be automatically established. A certain kind of equili- 
brium, it is true, is re-established in the long run, -but it is only after a 
frightful amount of suffering.” } The dictum which was to some 
extent true in Sismondi’s day controls the policy of every trust and 
Kartel of the present day. 

Nowa days production chiefly grows as the result of t he multipli- 
c ation of machine ry, and Sismondi’s . most tilling attacks were 
directed against machinery. Consequently he has been regarded 
as a reactiim aTy and treated as an ignor amus, and for half a century 
was refused a place among the economists. 

On the question -of machinerj’’ the Classical writers were unani- 
mous.* Machinery they considered to be very beneficial, furnishing 
commodities at reduced rates and setting free a portion of the con- 
sumer's revenue, which accordingly meant an increased demand for 
other products and employment for those dismissed as a result 
of this introduction. Sismondi does not deny that theoretically 
equilibrium is in the long run re-established. “ Every' negiproduct 
mus t in the lon g run give rise to some fresh consu mption. But let 
us examine things as they really are. Let us desist from our habit 
of making abstraction of time and place. Let us take some account 
of the obstacles and the friction of the social mechanism. And 
what do we sec ? The immediate effect of machinerj- is to throw 
some of the yvorkers ’out of employment, to increase the competition 
of others, and so to lower the wages of all. This results in diminished 
consumption and a slackening of demand. Far from being always 
beneficial, machinery produces useful results only when its intro- 
duction is preceded by an increased revenue, and consequently by 
the possibility of giving new work to those displaced. No one will 

I Noumsux Prirxifcs, voL i, pp. 220-221. . ^ 

* The tmanimity is not qoitc efasolate, hoTrever. Ricardo in the third edition , 
of his Frind^cs added a chapter on machinery in which he admitted that he was 
mistaken in the beh'ef that machines after a short period always proved favou.mhie 
to the interests of the workers. He recogedsed that the worker might sttfler, 
for thoegh the machine increases the net product of industry it frequently 
oiminishes the total product. He esemed to think that this rnght happen 
frequently, but in reality it is quite cxceptionsJ. 
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-deny the advantage of substituting a machine for a man, provided 
that man cari obtain employment elsewhere." * 

Neither Ricardo nor Say denies this; they affirmed that the 
effect of machinery is just to create some part of this demand for 
labour. But Sismondi’s argument is vitiated by the same false idea 
that, as we have seen above, made him admit the possibility of 
general over-production — the idea that increased production, i f it is 
g oing to b e useful, must always be preceded by increased demand. 
He was umvilling to admit that ttic growth ot production itscif created 
this demand. On the other hand, what is true in Sismondi’s attitude 
— and v/e cannot insist too much on tliis — is the protest he makes 
against the indifference of the Classical school in the face of the evils 
of these periods of transition. 

The Classical school regarded the miseries created by largc-serde 
production with that sang-froid svhich was to cbn.ractcrise the fol- 
lowers of Marx amid the throes of the " inevitable Revolution.” 
Among many similarities which may be pointed out between the writ- 
ings of Marx and the doctrines of the Classical school, this is one of the 
most characteristic. Tlic grandeur of the new ri^irnr is worthy of some 
sacrifice. But Sismondi was an historian. His inlcrc.st lay primarily in 
those periods of transition wiiich fonned the exit from one rdgi'rir and 
the entrance into another, and which involved so much suffering for 
the innocent, lie was anxious to mitigate the hardsliips in order that 
the process of transition might be cosed. Nothing can be more legiti- 
mate than a claim of tliis land. J. B. Say recognised its validity to a 
certain extent, and Ibis is precisely tlic rCk of social economics. 

* IVo may here recall the celebrated winch nrguwer.l- Suppi'c, r-yr 
Sisinondi. that England (ruccecdcd in tilling her (ields and doing all the work 
of her towns by incaM of steam power, ro Ih.at her total prodecta and revenue 
remain tho same as they arc to-day, though her population It only ceje..a! to that 
of tho rcpublio of Genova. I.s she to be rcg.arded as iKing rich'-r and n-.enc' 
prosperous t Ricardo would reply in tho atTirmativc, Wealth Is rverrthir.g. 
mca'nofhing. Really, then, a single Idng, dwelling alone on the island, by rr!''rr:y 
tuniing n winch might oonccivahly automatically perform all the work dor." in 
England to-day. One can only reply to thi.*! arpiment by saying that long Here 
arriving at this state tho community iUelf would have dovi'-ed some macldwry 
tor diEtribuling tho product between all il-a tnerab-rs. To ; uppo-e th-.l a p: ■!:"n 
of tho population dica of hunger through want of employment wV.ile tlm ether part 
continue-'! to-mnimfaoturc the same quantity of gor-ds rji Vforn U sudrimtly 
contradictory. But at bottom, difrcgardtng the pvradoaic.-.i form {riven i: ty 
Sismondi, tho question ret by him i.a iravoluMc. What b tb" l>r‘ t r.qui!n r;'.. m 
between prtxluclion and jiopnlatioa T Arc we to prefer a j^spulati-n r-.p-'diy 
incrc.a.'dng in nutnlxtrs, but making no advance in wraltli. to a pvapelatirr whieh 
b swtion.ary or even dccrca'ing, but rapidly edvanring in wraith 1 Evtryce,-- it 
free to choose for liimsclf. Science gives ca r.o criterion. 
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SismoQdi makes another remark which is no less just. ^tTiat dis- 
gusted him was not merel}- that workmen should be driven out by 
machinery'', but that the workers who were retained only had a 
limited share of the benefits which they procured.^ For the Classical 
school it was enough that workers and consumers should have a share 
in the general cheapening of production. But Sismondi demanded 
more, - So long as toil is as laborious as it is to-day, is it not just that 
the workman should benefit by the introduction of machinery in the 
way of increased leisure ? In the social system as at present exist- 
ing, owing to the competition among workers as the result of exces- 
sive population, machinery does not increase leisur^ but 'll rather 
strengthens competition, dirmnishes wages, provokes a more intense 
efiort on the part of the workman, and forces him to extend his 
working day. Here again Sismondi appears correct. We cannot 
see why the consumer alone should reap 'all the profit of improved 
machinery, which rieygr benefits the workman unless it affects articles 
which enter into his consumption. . There would be nothing very 
striking if the benefits of progress, at least during a short time, were 
to be shared between consumer and worker just as to-day they arc 
shared between inventor, entrepreneur, and society. This idea is the 
inspiring motive of certain trade unions to-day, which only accept a 
new machine in exchange for less .work and more pay. 

Sismondi’s method when applied to. production and machinery’ 
leads to conclusions very different from those of the Classics, This 
is also true of his treatment of competition. 

Adam Smith had written : “ In general, if any branch of trade, 
or any’ division of labour, be advantageous to the public, the freer 
and more general the competition it will alwayw be the more so.” * 
Sismondi considered this doctrine false, and invoked two reasons of 
unequal value in support of his view. 

The first is a product of the inexact idea already mentioned 

1 “ We have said elsewhere, hat think it essential to repeat it, that it is not tbs 
perfection of machinery that is the real calamity, bat the nnjnst distribntioa 
of the goods prodneed. The more we arc able to incrc.-isc the quantity of goods 
produced with a given quantity of labour, the more ought we to incresK our 
comforts or our kisurc. Were the worker his owu master, after accomplbhing 
in two hoars with s machine a task which formc!-!y took him twelve he would 
then desist from toil, unless he had some ne-w need or were able to make u-sr 
of a larger amount of products. It is our present organisation and the work- 
man’s se.witude that has forced him to work not leas hut more hours, at the same 
war-e. and this despite the fact that machinery has mereas-ed hi» prodnct;vr_ 
powers.” (A’cnir€atirPrir.e«>a!,voLu.p.31S-} Inthiapa-asagewch-aveSkmondi* 

real opinion on the subject of machinery most dearly cxiJ.-vsjed. 

. » Tfkaii/i 0 / Book II, chap, 2 , in £nc. 
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above, which regards any progress in production as useless unless 
preceded by more intensive demand. Competition is beneficial if 
it excites the entreprmeur to multiply products in response to an 
increased demand. In the opposite case it is bad, for if constimplion 
be stationary, its only effect will be to enable the more adroit enlrt- 
preneuT or the more powerful capitalist to ruin his rivals by means of 
cheap sales, thus attracting to himself their cJxniielr, but giving no 
benefit to the public. Tliis is the spectacle that in reality is too often 
presented to us. The movements of our captains of industry arc 
directed, not by any concern for the presumed advantage of the 
public, but solely wnth a view to increased profits. 

. Sismondi’s argument is open to tlic same objection as was made 
above, ' Cheapened production dispenses with a portion of the in- 
come formerly spent, and creates a demand for other prorlucts, thus 
repairing the evil it has created. Concentration of industry gives 
to society the same advantage as is afforded by machinery, and the 
same arguments may be used in its defence. . . • 

But against competition Sismondi directs a still more serious argu- 
ment. Pursuit of cheapness, he remarks, has forced Ihc cnircprntrur to 
economise not only in the matter of stuff, but also of men. Competi- 
tion has everywhere enticed women and children to hcjir the burden 
of production instead of adults. Certain cnirtprmntm, in order to 
secure a maximum return from human energy, have ciiforccd day 
and night toil with only a scanty wage in return. Whnt is the use 
of cheapness achieved under such circumstniTce„s ? The meagre 
advantage enjoyed by the public is more than counterbalanced by 
the loss of vigour and health c.xpcricnccd by the workers. Competi- 
tion impairs this most precious capital — the life-energy of the r.aee. 
He points to the workmen of Grenoble earning six or eight .'ous for 
a day of fourteen hours, children of .six and eight years worlting for 
twelve or fourteen hours in factories “ in an atmosphere loaded vvitb 
down and dust” and perishing of consumption before .attaining tlir 
age of twenty. He concludc.s that the creation of an unhappy and 
a suffering class is too great a price to pay for an extension of 
national commerce, and in an oft-quoted phr.nsc hr snys. “The 
earnings of an entrepreneur sometimes represent nothing htit the 
spoliation of the workmen. A profit is m.ndc not htc.-iu^e the 
industry producc.s much more than it costs, but hee.iusr- it f.-iip. to 
give to the workman sufficient compensation for his toil. Such, nu 
industry is n social evil." * 

It is futile to deny the justice of the argument. When cht apness 

• AVJVMUJr f’riwjp'/, Tot I, p, f’2. 
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. is only obtained at the cost of permanent deterioration in the health 
of the workers, competition evidently is a producer of eril rather than 
of good. The public interest is no less concerned with the preserva- 
tion of %ital wealth than it is with facilitating the production of 
material wealth. Sismondi showed that competition was a double- 
edged sword, and in doing so he prepared the way for those who verj' 
justly demand that the State should -place limits upon its use and 
prescribe rules for its employment. 

We might be tempted to go farther and see in the passage just 
cited an unreserved condemnation of profits even. That would 
involve placing Sismondi among the socialists, and this is sometimes 
done, although, as we think, wrongly. 

In certain passages he doubtless expresses himself in a manner 
similar to Owen, the Saint-Simonians, and Marx. Thus in his studies 
on political economy we come across phrases such as the following; 
“ We might almost say that modern society lives at the expense of 
. the proletariat, seeing that it curtails the reward of liis toil.* And 
elsewhere ; “ Spoliation indeed we have, for do we not find the rich 
robbing the poor ? Th6y draw in their revenues from the fertile, 
easily cultivated fields and wallow in their wealth, while the culti* 
vator who created that revenue is dj*ing of hunger, never allowed 
to enjoy any of it.” * We might even say that Sismondi enunciated 
the theory of surplus value, which was worked out by Marx, when he 
makes use of the term mieux valtie.^ But the similarity is simply a 
matter of words. Sismondi, speaking of surplus value, means to 
imply the value that is constanlh' growing or being created every 
year in a progressive country, not by the effort of labour alone, but 
by the joint operation of capital and labour.* Marx’s idea that 

Etxid'js eiiT VSeonamit poWfyue, vol, i, p. 35, 

‘ Ihid., pp. 274-275. 

* Kouvtatix Principa, vol. i, p. 103. 

*"On this point wc mtist dissociate ourselves from the interprclatioa placed 
upon the passage bj M- Aftalion in his otherwise excellent monograph, L’CEuxrt 
Icor.'rmiT.st dt Sirwnde c« SimiorJi (Paris, 1899), ns well as from the view ex- 
pressed by M. Denis {Hvdoirt dts Sytibnts Icor.omiptttt, vol. ii, p. 3ClG). But Sis- 
mondi's text appears to us to leave no room for doubt. •* As against land we might 
comfaino the other two sources of wealth, life which enables a man to work and 
capital which employs him. These two powers when united pssess an expansivs 
characteristic, so that the labour which a worker puts in his work one year wiH 
bo greater than that put in the preceding year— upon the product of width the 
worker will have supported Tiimself. - It is because of tlu* surplus valoe fmtevr 
fcJue], which increases as the arts and science? ere progressively applied to 
industry, that society obtains a constant increment of wesJth." (Acurtsiii 
Prinrspo*. vol. j, p. 103.) 
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labour ulonc created value, and that consequently profit and inlercs! 
coDslituted a theft, is entirely foreign to Sismondi. Sisrnonui, 
indeed, recognised that the revenues of landed ptoprielorr. and 
capitalists verc due to efforts which they themselves had never j)ut 
forth. He rightly distinguished between the wages of labour and 
the revenues of proprietors, but to him the latter were not he s 
legitimate than the former, for, says he, “ the beneficiaries who enjoy 
such revenues wdtbout making any corresponding effort have acquire ,d 
a permanent claim to them in virtue of toil undertaken at some 
former period, wluch must have increased thcproductivjty of labour.” ' 
When Sismondi says that the worker is robbed he merely me.ans to 
say that somciuncs the w’orkcr is insulTiciently paid ; in other words, 
that he does not always receive enough rcmuner.alion to keep lum 
alive, and were it only for the sake of humanity that lie ought 
to be better paid. But he docs not consider that appropriation by 
proprietors or capitalists of a portion of llic social jiroducl is in 
itself unjust.® His point of view is not unlike that adopted nl a 
later period by the German socialists when they sougiit to jiisb'fy 
their social policy. 

But although Sismondi’s criticism docs not amount to socialism, 
he causes considerable consternation among Libends by tiie telling 
manner in which he shows the falsity of the theory nfiinned by the 
Physiocrats and demonstrated by Smilb, namely the natural idt ntity 
of indiridual and general interests. It is true that Smith hesitated 
to apply it except to production. But Sismondi’s peculiar merit lit s 
in tlic fact that he examined its content in relation to distribution. 
Sismondi finds himself forced by mere c.xainination of the facts to 
dispute the very basis of economic Liberalism. Curioiisly cnougii, 
he seems surprised at iiis own conclusions. A prinri tbc tbeorv' of 

* NoiUTatixPrineigM, vol.i, jip.J 11-112. Cf. abo p. 67 : *' Wwtiti. trtTrc’.cr. 

co-opomtcB with labour. And ita f>ofrcs: oir v.iilihotds from the t! f jar; 

vdiicti the worticr has produced Iwyond his co~t ot inaintfnnr.c'’ — co'.a]"-3v,'.irr. 
for tlio help wiiich he has given hire.” It is tnse that ih:,'; proiiertier. i* r, f<a- 
eidernblconc, “Tlie carrcprccciir b bound to leave to the werkfr jet ra-ot.d; to 
keep him alive, retcrvlng for himfcll all that the worker has profio -ed e ver i,;.d 
ftlwvc tliis.” (P. 103.) But tliifl iH not a matter of nece.'- ity — a d-dr.ctior, frotr. 
tbo laws of value, as it is with Marx. 

* “The poor man, by his lal.oar and bis rrvj'rct for th'’ jrcp rty e! ttl rr, 

acquires a right to hi.s home, to w.-.tni, proper clothing, (o nn-.p!'- .'f ur s’ irr-.x 
Euiiicicntly varied to maintain health and ftrength. • . . Only wl -a t.;i s 
things li.avo been rccurcd to the poor b' the fruit of ih-.ir l.abrtsr ri-.ir. 

ot the rich come in. ^Yhal is euporfluous.afterntf plying the need, ef f vi-'y-. r-. 
lli.at should constitute the revenue cf opulence," lEi'j.i's I 

voh i. p. 273.) Hero we see quite clearly the ten.^e in vbtiicb tiita.er.d! th- 
Urin •* epolialion." 
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identity of interests appeared to him true, for does it not, in fact, rest 
upon the two ideas, (1) that “ each knows his own interest hotter 
than an ignorant or a careless Government ever can," and (2) that 
“ the sum of the interests of each equals the interests of all ” 1 
“ Both axioms are true.” ^ Why then is the conclusion false ? 

Here we touch the central theme of Sismondi’s system, the 
point where he leaves the purely economic ground to which the 
Classical writers had stuck and approaches new territory — the 
question of the distribution of property. Sismondi discovered the 
explanation of the contradiction which exists between private and 
general interests in the unequal distribution of property among 
men and the resulting unequal strength of the contracting parties,* 


m : THE DIVORCE OF LA2«) FROM LABOUR AS THE 
CAUSE OF PAUPERISM AND OF CRISES 
SiSMOXDi was the first writer to give expression to the belief that 
industrial society tends to separate into two absolutely distinct 
'classes — those who work and those who possess, or, as he often put 
it, the rich and the poor. Free competition hastens this separation, 
causing the disappearance of the intermediate ranks and leaving only 
the proletariat and the capitalist.® "The intermediate classes," 
says he somewhere, " have all disappeared : the small proprietor and 
the peasant farmer of the plain, the master craftsman, the small 
manufacturer, and the \illage tradesmen, all have failed to withstand 
the competition of those who control great industries. Society no 
longer h^ any room save for the great capitalist and his hireling, 
and wc are ^ritnessing the frightfully rapid growth of a hitherto un- 
known class— of men who have absolutely no property.” * “ We 
are living imder entirely new conditions of which as yet we Iiavc no 

1 2fovviaiss; Prirxipc3, vol. i, p. 407. Cf. oho pp. 200, 201. 

* "Ercryono’s inferest if checked by cveiybody eko’a would in reality 

represent the ootomon interest. But when everyone is Eceking his own intenst 
at tho cipenso o! others as well ns developing his own means, it docs not slwaya 
happen that ho is opposed by equally powerful forces. Tho strong thus find 
it their interest to seize end the weak to acquiesce, for the least evil os well ta 
tho greatest good is a part of the aim of human policy.” {Ibid., p. 407.) Cf. 
airo infra, p. ISS, rmte ^ ^ 

‘ •' There is one fundamental change which is still posdble in pooiety, amid 
thif tmivcrsal etru^le created by competition, end that is tbc introdnetion of tho 
proletariat into tho ranks of human beings — tho proictarist, wHo'c- name, bor- 
rowed from tbc Bomans, is so old, but who is himself fo now.” rjr 

rSaynomte pditijwu, vol. i, p. 34.) 

* Rcfitc mcrjrtui/e d'Scotvmu: 1S34, voL ii, p. 12 A 



Cause of Paupekism and of Ckises 1S7 

experience. All property lends to be divorced from every kind a! 
toil, and therein is the sign of danger," 

This hw of the concentration of capital wJiicb ptaj-s sucii mi 
important rofe in the Marjrian system, though true of industry, seems 
hardly applicable to property, for a eonsidera!)le concentration of 
labour is not incompatible with a fairly even di.stribulion of property. 
It was a memorable exposition that Sismondi gave of this law, 
showing how it WTought its ravages in agriculture, in industry, and 
in commerce all at the s.amc time. “ The tillage of the tJ', 250,000 
acres under cultivation in England was, in IS31, accompibiicd by 
1,010,082 cultivators, and now it is expected that the number may- 
be still further reduced. Not only have all the small fanners beet) 
reduced to the position of labourers, but a great number of tbe day- 
labourers have been forced to abandon field work nltogelher. The 
industry' of the toums has adopted the principle of amalgamation of 
forces, and capital has been added to capital with a vigour greater 
than that which has joined ticld unto field. The nianufaclurcr with 
a capital of £1000 was the first to dis.appcar. Soon those who 
worked with £10,000 were con.sidcrcd small — too small. I'hcy 
were reduced to ruin and their places taken by larger cmptoycrK. 
To-day those who trade witli a capital of £100,000 arc considered 
of an average si-zc, and the day is not far distant when these will 
have to face the competition of manufacturers with a capit.al of 
£1,000,000. The refining mills of the Gironde dispensed with 
millers ; the cask mills of the Loire ruined the coopers ; the Iniiiding 
of steamboats, of diligences, of omnibuses and railways with the aid 
of vast capitals have replaced the unpretentious iDdu!.tric.>- of Uve in- 
dependent boatman, carriage- or wagon-maker. WcalUiy mcrcliaut.^ 
have entered the retail trade and huve oyicncd their immense simjv- 
in the great capitals, where, in virtue of the itnjirovcd inrons of 
transit, they arc able to offer their provisions even to consumcn- u ho 
live at the very extremities of the empire. They arc well on list 
way towards suppressing the wholesale trader as wei! ns tlie retail 
dealer, and the petty shopkeeper of the provinces. The pii.cts of 
these independent tradesmen will soon be tnl-.cn over by clerks, 
hirelings, and proletnri.ans.’' * 

And now for the consequences of such a condition of thing-.. In 
this opposition existing between tlicsc two social cJn5-..cs which 
formerly lived together hannoniously we shall find an explrm.itmn 
of the workman’s misery and of economic crises. 

* Nouwa-xs PriTvijtt, vok ii, p. 43t, 

’ rar piliiijiu, inUod., pjx Si’ r! /cj 
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The sufferings of •workmen, whence do they spring, if not from the 
fact that their numbers are in excess of the demand for their labour, 
thus forcing them to be content with the first wage that is offered 
them, even though it be opposed to their own interests and the 
interest of the whole class But “whence the necessiU* of sub- 
mitting to these onerous conditions and of tolerating a burden that 
is ever becoming hea-vief under pain of hunger and death ? ” Tljc 
explanation lies in the separation of property and toil.* Formerly 
the workman, an independent artisan, could gauge his revenue and 
limit his family accordingly, for population is always determined by 
rev’enue.* Robbed of his belongings, all his revenue is to-day got 
from the capitalist who employ’s him. Ignorant of the future demand 
for his products, as well as of the quantity of labour that may be 
necessary, be has no longer any excuse for exercising fofethought, 
and accordingly he discards it. Population grows or diminishes in 
accordance •with the •wiU of the capitalist. “ Let there be an in- 
creased demand for labour and a sufficient wage'offered it and work- 
men will be bom. If the demand fails, the workmen will perish.” * 

This theory of popillation and wages is really Smith’s, who tried 
_ to prove that men, like commodities, extended or limited their 
numbers according to the needs of production. Sismondi, rather 
than accept it as a proof of the harmonious adaptation of demand 

* " That eveiyone understands his o'sni interest better then eny Government 
ever «vi'n is a maxim that has been considerably emphasised by economists. But 
they have too lightly affirmed that the interest of each to avoid the greatest evil 
coincides vrith the general interest. It is to the interest of the man "who vrishes 
to impoverish his neighlwur to rob him, and it may be the latter’s interest to 
let him do it provided he can escape vntb his life. 

«' Bnt it isliot in the interest of society that the one ehould exercise the force 
end that the other should yield. The interest of the day labourer undoubtedly 
is that the wages for a day of ten hours should be sufficient for his upkeep and 
the upbringing of his children. It is also the interest of society. Bnt the 
.interest of the unemployed is to find bread at any price. He -vrill work fotnteen 
hours a day,' iviJl aend his children to work in a factory at ten years of age, •vrill 
jeopardise his otm health and life and the very existence of his orm class in order 
j to escape the pressure of present need.” (Nouf«ii.w Prtao'p&s, voL i, pp, £00-201.) 
J * Ibid., p. £01. 

'■ * “ Population will then regulate itself simply in accordance -srith the revenue. 

^hcre it exceeds this proportion it is always just because the fathers are deceived 
^ as to what they believe to be their revenue, or rather because they arc deceived 
by society.” p. £54.) “The more the poor is deprived of all right 

of property the greater is the danger of its mislab'ng its revenue and con- 
tributing to the gro'rth of a population which, because it does not correspond 
to the demand for labour, will never find Euffioient means of tulKistcirce.’ 
{Ibid., p. £G4.) 

* Ibid., p. 286. 
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to supply, cmphasiECS the lamentable ejects of the separntjon of 
wealth from labour.^ Smith and Sismondi both fell into the error of 
Malthus and Ricardo, who imagined that high wages of nccessitv 
increased population. To-day facts seem to show that a higher 
standard of well-being, on the contrarj', tends to limit it, and Ih- 
proletarians, who constitute the majority of the nation, can no 
longer be treated as mere tools in the hands of the capitalists, to be 
taken up or throv.Ti aside according to fancy or interest. 

What is true of industrial employcis is no less true of the toilers 
of the field. In this connection Sismondi introduces the ctlcbrnted 
distinction between net and gross production which has occupied the 
attention of many economists since then. If the peasants collectively 
owned all the land they would at least of a cerlainty find both the 
security and the support of their life in the soil. The}' would never 
let the gross produce fall below what was sufficient to s\ipport them.'’ 
But with great landed proprietors, and with the peasant transformed 
into the agricultural labourer, things have ch.anged. The large 
proprietors have the net product only in view — that is. the difference 
between the cost of production and the sale price. It mnltcrs little 
to them if the gross produce is sacrificed for the sake of increasing the 
net produce. Here you have land which, when well cultivattd, 
brings gross produce of the value of 1000 shillings to the farmer and 
yields 100 shillings in rent to the proprietor. But the proprietor 
thinks that he wotild gain 110 shillings if he left it fallow or let it as 
unprofitable pasture. “ Ilis gardener or vinedresser is tlismi's/'d. 
but he gains 10 shilUngs and the nation loses S90. By and by the 
capital employed in producing this plentiful supply will no longer 
be so employed, and there will be no profit. The workers who'c 

’ Wo nolo that Sismondi does not accept JlallhunV theory of pop’.d,-.'.ion. He 
never admiUi that population depends upon the mc.m' of rulrl-'kr.re ; I ' he'di 
that if wirics according to the will of the proprietor, whci rUrriulstf r or re!/vr<'.r it 
according to his demand, but who is intcrcrlod in ilr.liinitr.tion Ln erdrr tojr-n’.re 
for himrclf the maximum net product. " Populnticn i.r-r r.' rrr rrr.cli'-tl t! e ii;r it? 
of possible subsk-lence, and probably it never srill. lJut all ll.o'e who drirr th*> 
rulisistcnco have neither the means nor the right to extract it from tJ:- rcil. 
Those, on the contrary, to whom the laws give the monopo'y cf th'' Is-nd Lavr 
no interest in obtaining (rota it ell the eub-isttnee it might prodr.C'. in *0 
countriefl proprietors arc oppored, and must V-" opporrd. to any frrim cf eel;!- 
ration which would tend merely to multij H the mrrjv? of ruViftrne^ 
not lncrc.a'ing the revenue. Long before b>-:ng arrwled by the impc'.rih.ility rf 
finding a country which produced mote rub'kttace popalr.'.ics wcu’.d le ch.? ''v'd 
by the impassibility of finding the proplc to hay thn-e or to wcrl srd 

bring them into beintr." (iTcuofour rrfa-'ip'.*. ml. il, pp. If-?-270.) 

» /6irf., pp. 2K1, £Gt. 
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former toil produced these products mil no longer he employed 
and no wages will be paid,” ^ Examples are plentiful enough. A 
number of the great Scotch proprietors, in order to replace the 
ancient system of cultivation by the open pasture sj-stem, sent the 
tenants from their dwellings and drove them into the towns or 
huddled them on board ships for America. In Italy a handful of 
speculators called the Mercanii di tenuie, animated by similar motives, 
have hindered the repopulation and cultivation of the Roman 
Campagna, “ that territory formerly so very fertile that five acres 
were sufficient to provide sustenance for a whole family as well as 
sending a recruit to the army. To-day its scattered homesteads, its 
villages, the whole population, together with the farm enclosures, 
the vineyards, and the olive plantations — products that require the 
continual loving attention of mankind — have all disappeared, gi^^ng 
place to a few flocks of sheep tended by a few miserable shepherds.” * 
The criticism is just, but is directed rather against the abuse of 
private property than against the principle of the net product, for 
this principle is incident to peasant proprietorship as well. It is 
ine\d table wherever production for a market takes place.® 

It is just this opposition between proprietorship and labour that 
supplies an explanation of economic crises. 

Sismondi holds the view that crises are partly due to the difficulty 
of acquiring exact knowledge of a market that has become verj' 
extensive, and partly to the fact that producers ore guided in their 
actions by the amoimt of their capital rather than by the demand of 
the market.* But above all he thinks that they arc due to the unequal 
distribution of revenues. The consequence of the separation of 

^ iVowivaux Princt'iJt#, Tol. i, p. 153. 

* Ibid., p. 235. This problem of the act and gross prodaco occupied 
Sismondi’s attention for a long time. We fmd a suggestion of it in his first 
vork, Xc Tableau de VAgricdlurt tosear.e (Geneva, ISOl), and though he docs 
not definitely take the aide of the gross produce, ho eIiowb some leanings that 
way. “ Why is the gain of a single rich farmer considered more profitable for 
ft State than tbe miserable earnings of several thousand workers and peasants I ” 
Tlic book, however, is a treatise on practical ngricnltnro, and includes only a few 
economic dicta. It is here that we have his beautiful description of his farm at 
Tftl ChitiEo (p. 219). 

* It is true that Sismondi wished to get rid of the practice of producing 
com for a market, so as to free the nation s food from the fluctuations of that 
market. Neither is he ovcr-cntlicsiastic in liis praise of the gross produce. Ho 
recognises that the gradual growth of the gross produce might, in its way, be the 
cors«equcnco of a state of suflering if population were to ^^egress too rapidly 
{Kauveaus Prir.cip'.t, to!. 1, p. ISSf. This shows what a hcritating mind we are 
dralinc with. 

* Ibid., p, 3GS. 
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property from labour is that the revenues of those who po'^^r.-sr. lanti-, 
increase while the incomes of the workers always remain stricllv at 
the minimum. The natural result is a svant of harmony in the 
demand for products. With property unifonnly divided and with an 
almost general increase in the rcs'cnue there svould result a certain 
degree of uniformity in the growth of demand. Those industries 
which supply our most essential and most genera! wants •would 
experience a regular and not an erratic expansion. But as a matter 
of fact at the present time it is the revenue of the wealthy alone that 
increases, lienee there is a growing demand for the more refined 
objects in place of a regular demand for the ordinary tilings of life ; 
a neglect of the more fundamental industries, and a demand for the 
production of luxuries. If the latter do not multiply quickly 
enough, then the foreigner will be called in to satisfy the demand. 
\Mint is the result of these incessant changes ? The old. nrglecleil 
industries are obliged to dismiss their workmen, while the new 
industries can only develop slowly. During the interval tlic work- 
men who have suffered dl.smissal are forced to reduce their con- 
sumption of ordinary goods, and permanent under-consumption, 
attended by a crisis, immediately follows. "Owing to the concen- 
tration of wealth in the hands of a few proprietors, the home market 
is contracted and industry must seek other outlets for its products 
in foreign markets, where even more considcrahle revolutions arc 
possible.” * Thus " the consumption of a miliionnirc master who 
employs 1000 men all earning but the hare necessities of life is of 
less value to the nation than a hundred men each of whom is much 
less rich but who employ each ten men who arc much less pr'Cir.” * 

Sismondi’s explanation of crises, though adopted by mr.ny 
■uTitors since then, is not one of the best. The dinicu’ty of .adapt r,- 
tion would in all probability not disappear even if wc.nKh r,-crc to he 
more equally distributed. Moreover, what hcaltcmpts tocxp’rdn is .an 
csdl that is chronic in certain industries and not the acute r'Criodiral 
crises. But the thcoty has the merit of attempting to explain 

‘ Kensveaux Principff. vol. i, p. 301. 

• Elsewhere ho remarks: "The petty ir.'Tchaat!’. the rma’l e!.-ctuc,-r. 
disappear, and a great cm'rrprcr.e’ir replaces Iwr.-lrcjh ot them wha-r- t' tr.l wr- 
wna never equal to his. Taken altogether, however, th-y c ir.mm-d ir. re th-vn I' 
does. His ctvUly luxury gives much Irr- rr.-o-an cement to inda-try th-.n tl - 
lioncsl ease of the hundred homes which it hr-; replacr-tk'' .j’.ngTi Tr,'’ 

theory is more than doubtful. ViT-.t ■we want to >' -rh'l'mr th- d -.r.rri 
will remain the same in amount, not whether th.src vril! he nr- e' -.rr' in it.- 
character— ft contingency that r.ceel not rronlt in a pen'll cri-is, l -rt ir. s 

pas'ing ineonvrnienee. 
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what still remains obscure, and what J, B. Say and Ricardo pre- 
ferred to pass over in silence or regarded as of secondary importance 
under pretext that in the long run equilibrium would always be 
re-established. 


IV: SIS.MONDI’S REFORil PROJECTS. HIS INFLUENCE 
UPON THE HISTORY OF DOCTRINES 

The principal interest of Sismondi’s book does not lie in his 
attempt to give a scientific ergjlanation of the facts that occupied 
his attention. Indeed, these attempts have little that is altogether 
satisfactory, for the analysis is frequently superficial, and even 
commonplace. His merit rather lies in ha'ving placed in strong relief 
certain facts that were consistently neglected by the dominant school 
of economists. Taken as a whole, his doctrine must be regarded as 
pessimistic. He deliberately shows us the reverse of the medal, of 
which others, even those whom we have classed as Pessimists — 
Ricardo and Malthus — ^wished only to see the brighter side. It is no 
longer possible to speak of the spontaneous harmony of interests, or 
to forget the misery and suffering which lies beneath an appearance 
of economic progress. Crises cannot be slipped over and treated as 
transient phenomena of no great moment. No longer is it possible 
to forget the important effects of an imcqual di\ision of property and 
revenues, which frequently results in putting the contracting parties 
in a position of fundamental inequality that annuls freedom of 
bargaining. In a word, it is no longer possible to forget the social 
consequences of economic transformations. And herein lies the 
sphere of social politics, of which we arc now going to speak. 

The new point of view occupied by Sismondi enables him to 
see that the free play of private interests often involves injury to 
the general interest, and that the laissez-faire doctrine preached 
by the school of .4dam Smith has no longer any raison d'clrc. 
On the contrary, there is room for the intervention of society, 
which should set a limit to individual action and correct its abuses. 
Sismondi thus becomes the first of the intcrv’cntionists. 

State action, in the first place, ought to be employed in curbing 
production and in putting a drag upon the too nspid multiplication 
of inventions. Sismondi dreams of progress accomplished by ensy 
stages, injuring no one. limiting no income, and not even lowering the 
rate of interest.^ His sensitiveness made him timid, and critics srni!: 

* Sl'inondi applies the eztzs principles to a coanderatjoa ol b fall in the rst* 
ct iclcrest ts be docs to the growth of produclian or the incresfe of mscblce.'r. 
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at his philanthropy. Even the Saint-Simonians, too sympathetic 
to certain of his viev/s, reproach him -nith having allowed himeelf 
to be misled by it.* This state of mind was rcficcted by Ins haLity 
in private life. Saintc-Beuve * relates of liini how he used to employ 
an old locksmith who had become so useless and awkward tliat every- 
body had left him. Sismondi remained faithful to the old man eve n 
to the very end, despite his ineilicicncy, lest lie should lo^c his inst 
customer. He wished society to treat the older industries in a 
similar fashion. He has been compared to Gandalin, the sorcerer's 
apprentice in the fable, who, having unlocked the water-gate v. ith the 
magic of his words, secs wave succeed wave, and the house inundated, 
without ever being able to find the word which could arrest its fiow. 

Governments ought to temper their “ blind 7.cal " instead of 
urging on production.^ Addressing himself to the savants, he begs 
them to desist from invention and recall Uic sayings of the ccinio- 
mists, laissez-faire, laissez-passcr, by giving to the gencraliciis which 
their inventions render superfluous at least lime to pass away. F<'r 
the old rigime, with its corporations and wardens, he had tlic sinccrcst 
regard, while condemning them as being harmful to the best intrre.-ts 
of production. Still he wondered whether some Ic-sson could ntit 
be gleaned from them which might help us in fixing limits to the 
abuses of competition.* 

Sismondi never seems to have realised that any rcstrirlion pl.accd 
upon production with a view to alleviate suffering might hinder l!i; 
progress and well-being of the very classes that interested him me-t. 
The consuction that tlic production of Europe was cnoiigli to sali'-fy 
all demands supported these erroneous views.* Sismondi never 
suspected the relative poverty of industri.al society, a fact the.*, 
struck J. B. Say very forcibly. Moreover, he felt Ih.at on this point 
the policy of Governments was not so easily modified, a feeling Ih.nt 
undermined his jircvioiis confidence. 

Since the causes of the evils at present existing in rocitly arc 

'* An increase o( capital i.s dc'iraWo only irbcn ita ra'.jioyir.rr.t c.rvti lx 
nt the fame time. But whenectr the rate ot int"-rc:t ir it s-; r. trr;T.r'- 

dgn that the cmplojTnent of capit.al hr.s proportica'.livcimini'! -d r.- eve pcrd 
with the amount availahle ; and Ihi' tail in the rate, wt -rlj ritrayv 
tageons to rome people, is di?a<hT.n’.act<'U>- to viH t > p- 

content ■vritli sniallci ineorr.rs.'.r.dolhiTr v.;th t’.."eer.t ftli, ' 
vol. i. p, oOrt.) 

* Compare the Saint-Simonian review, Lt /V.-ce.'/r.T, rot. ir. j p. 7 -I". 

’ Xotivca-.ij: vtI. vi. p. fil. 

t r.litJrt mr Vfla’f.nr-.it p-liUpi', vol. I, pp. CO. Cl. 

• A'auftfiur Pnr,c{prs, vol. i, p. Jii ; w'l. ;i, p. ■15?. 

» Jl>;J..vol.ii,pp.4ir>,435. Sec aho r.'tiJx.. re.!. i, p. 25. 
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(1) tlie absence of property, (2) the uixcertainty of 'the earnings o{ 
the working classes, all Government action ought to be concentrated 
on these points. 

The fiKt object to be aimed at, wherever possible, was the union 
of labour and property, and Sismondi eulogises the movement 
towards a new patriarchal state — ^that is, towards a revival of 
peasant proprietorslup. The X^ouveatis: Prinetpes contains a cele- 
brated description of the id5*IIie happiness of such a state. In 
industry he wished for a return of the independent artisan. “ I am 
anxious that the industries of the town as well as country pursuite 
should be carried on by a great number of independent workers in- 
stead of being controlled by a single chief who rules over hundreds 
and even thousands of workers. I hope to see manufactures in the 
hands of a great number of capitalists of average means, and not 
under the thumb of one single indi\’idual who consfitutes himself 
master over millions- I long to see the chance — nay, even the 
certainty — of being associated with the master extended to every 
industrious workman, so that when he gets married he may feel that 
he has a stake in the industry instead of drag^ng on through the 
declining years of life, as he too often does, without any prospect 
of advancement.” * This for an end. 

But the means ? On this point Sismondi shows extraordinary 
timidity. Appeal to the legislator is not followed up hy a plan of 
campaign, and in moments of scepticism and despair he even doubts 
whether reform is ever possible. He declares himself an opponent 
of communism. He rejects the Utopias of Owen, of Thompson, 
and of Fourier, although he recognises that their aim was his also. 
He failed to perceive that his “ breaking up ” process was quite as 
illusory as the communistic Utopias which he shunned. He rejected 
Owen’s system because he saw the folly of attempting to substitute 
the interest of a corporation for that of the individual. But he 
never realised that it had nothing to do with a corporation, and it 
is possible that were he alive at the present time he would be an 
ardent champion of co-operation. 

But until the union of property and labour is realised Sismondi 
is content with a demand for a simpler reform, which might alleidate 
the more pressing sufferings of the working classes. First of all he 
appeals for the restoration, or rather the granting, of the right of 
combination.- Tlien follows a limitation of child labour, the aboli- 
tion of Sunday toil, and a shortening of the hours of labour.® He 

* ^ouc€aux Prinetpis, vol, ii, pp. 365, 360, 

- Ibid., p. 45i. ’ Hid., p, 333. 
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also demanded the establishment of what he eilicd a “ profcr.s'or.a! 
guarantee,” whereby the employer, whether agriculturist or capiUui*'., 
would be obliged to maintain the workman at his ov.-n expense durinir 
a period of illness or of lock-out or old age. This prineip'c oncf 
admitted, the employers would no longer have any itttcr'.st in 
redueing the wages of the workman indermitcly, or in irArodacing 
mnehinerj' or in multiplying production unduly. Having h-xoni'- 
responsible for the fate of the workers, they would Ih.en lake roine 
account of the effect which invention might have on their wcll-bcinp, 
whereas to-day they simply regard them from the of vim- of 
their own profits.* One might be tempted to regard this sr- !u\ antici- 
pation of the great ideal which has to a certain extent bc.en rc.'i!i<'ed 
by the social insurance Acts passed during the last thirty yeare. But 
this is only partly so. Sismondi placed the charge of maintciiar.r-. 
upon the master and not uj)on society, and his critieisju of mctlr'-J* 
of relief, especially of the English Poor Law, was that they tcEid'd 
to decrease wages and to encourage Uec indifi’erence of nua-.t-rrs by 
teaching the workers to seek refuge at the hatids of the Slat- r.ithrr 
than at the hands of the masters. 

In short, his reform projects, like his criticism of Ihr ri'onemiris, 
reveal a certain degree of hcsilntion. due, no doubt, to the p; q>r!ua! 
conflict between reason and sentiment. Too keen not to fee tiw. 
benefits of the new industrial rigime, and too sensitive not to be 
moved bj' some of its more painful consequences, too conrervAtive 
and too wise to hope for a general overthrow of society, he is cf>ntca' 
to remain an astonished but grieved spectator of the hclp!c‘'.ncs^ 
of mankind in the face of this cvdl. He did not fee! hitn^clf cornp”;' n'- 
to suggest a remedy. He himself h.as confessed to this in touching 
terms : 

" I grant that, having indicated what in my opinion is th- pri-.- 
ciplc of justice in this matter, 1 do not feel ms-self r-qn.-.l to th'- i.^'k 
of shosring how it c.an be realised. The prc'cut tnrt'nod of di'-trihuting 
the fruits of industry among those who have co-op'TvSed in its 
production appears to me to be curious. But a state cf 
absolutely different from that with which wc arc now r.cqtmin’.ed 
appears to be beyond the wit of man to devi'. :.” ’ 

It is a striking fact that most of the impe-rtant tmv. r nu r.'. - in 
the nincltcnth century c,vn be lr.accti back to Sismondi’s sr-pr.,---. 
He was the first critic whom the CLa^sic-al '^d.wl enrour.t''r<-l in I"', 
marcli, and he treats us to a full of its many rerwi'w. In t: - 

* AVjteatir Prin«;-f.'. TcI. ii. p- f-’M. • /5 .L. p, r'4. 
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bitter struggle which ensued the heretics won the day, their nostrums 
taking the place of the Classical doctrines in the public fa%-our. BuS 
it seems hardly possible that Sismondi’s work should have determined 
the course of these newer tendencies. Ilis immediate influence was 
extremely limited. It scarcely told at all except uppn the socialists. 
His book was soon forgotten, and not until onr own day was its 
importance fully realised. It would be truer to say that in the 
course of the nineteenth century there was a spontaneous resival of 
interest in the ideas promulgated by Sismondi. None the less he 
was the first writer to raise lus voice against certain principles 
which were rapidly crystallising into dogmas. He was the earliest 
economist who dared resist the conclusions of the dominant school, 
and to point to the existence of facts which refused to tally with 
the large and simple generalisations of his predecessors. If not the 
founder of the new schools that were about to appear, he was their 
precursor. They are inspired by the same feelings and welcome 
the same ideas. His method is an anticipation of that of the Ilis* 
torical school. His definition of political economy as a philosophy 
of history 1 works wonders in the hands of Koscher, linies, and 
Hildebrand. His plea for a closer observation of facts, his criticism 
of the deductive process and its hasty generalisations, vdll find an 
echo in the writings of Le Play in France, of Schmoller in Germany, 
and of CUffe Leslie and Tojuibcc in England. The founders of the 
German Historical school, in their ignorance of foreign wTiters, 
regarded lum as a sodalisL,’ but the younger representatives of 
that sdiool have done full justice to bis memorj', and recognise him 
ns one of their earliest representatives. 

By his appeal to sentiment and lus sympathy for the working 
classes, by his criticism of the industrial regime of macliines and 
competition, by liis refusal to recognise personal interest as the only 
economic motive, he foreshadows the violent reaction of liumani* 
tarianism against the stern implacability of economic ortliodoxy. 
'iVe can almost hear the eloquence of Buskin and Carlyle, and the 
pleading of the Cliristian Socialists, who in the name of Christian 
charity and human solidarity* protest against the social consequences 
of production on a large scale. Like Sismondi, social Christianity 
will direct its attack, not against the science itself, but against the 
ea^' bcfurgcoU complacency of its advocates. A charge of selfishness 
vrill be brought, not against economic science as such, but against its 
representatives and the particular form of society which it upholds. 


S 
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See Hcetion I of prrrcnt chapter. 
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Finally, by his pica 'for State intervention Sismondi inaugurated 
a reaction against Liberal absolutism, a reaction that deepened in 
intensity and covered a wider area as the century %vdre on, and 
which found its final expression in State socialism, or “ the socialism 
of the chair,” He w'as the first to advocate the adoption of factory 
legislation in France and to seek to give the Government a place in 
directing economic affairs. The impossibility of complete abdica- 
tion on the part of the State would, he thought, become clearer every 
day. But it was little more than an aspiration with liim ; it never 
reached the stage of a practical suggestion. 

- Thus in three different ways Sisniondi’s proposals were destined 
to give rise to three powerful currents of thought, and it is not sur- 
prising that interest in his work should have grown with the develop- 
ment of the new tendencies which he had anticipated. 

His immediate influence upon contemporary economists was very 
slight. Some of them allowed themselves to be influenced by his 
warmheartedness, his tenderness for the %vcak, and his pity for the 
workers, but they never found this a sufiicicnt reason for breaking off 
their connections with the Classical school. Blanqui* in particular 
was a convert to the extent that he admitted some c.xccptions to the 
principle of laissez-faire. Tlieodorc Fix and Droz " seemed won over 
for a moment, and Sismondi might rightly have expected that the 
llcviie mcnsucUc d' h'commiepolUiqtic, started by Fix in 1S83, would 
uphold his views. But the days of the Jlcvuc were exceedingly few, 
and before finally disappearing it had become fully ortiiodox. Only 
one author. Buret, in his work on the sufferings of the working classes 
in England and France,* has the coumge to declare himself a wbolc- 
henrted disciple of Sismondi. The name of Viltcncuvc-Bargcmont, 
author of JSconomic politique chritienne, must be added to these. 
His work, which was published in three volumes in 188t, bears 
frequent traces of Sismo’ndi’s influence. 

Sismondi, though not himself a socialist, has been much read and 

' A. BlniTipu, in his Ilh'.oirt de VSeonmnie poliii'pK cn linropi (1837), con- 
tiilcre him n writer of the modem rchooi. which he dcc-crilx^ ns follows ; *’ B'ritora 
of (liis rchooi nrc no longer willing to treat pnvliioUon ns n pare r.b=tractiaa npirl 
from its infiuenee upon tiio worfccta. To produce wcnilli is not enough ; it mm t be 
cqiiitnb!}' distributed.” (Inf rofi., 3rd ed., jC xxi.) 

* Droz (1773-18.')0) piiljlishcd in 1839 his fcor.omie p.-yltliipn', ou /’rirjM'poi 
dr la .Criew dt^ IlMr-fffs. It is in this work that we find the favmss phrare, 
” Certain cconoraista ewm to think tliat producta arc not made for men, hut that 
men arc made for the producla.” 

^ Paris, 18! i, two Tolumes. Buret died in 18 J2 when thirty -two ytarr of 
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carefully studied by socialists. It is among them that his influence h | 
most marked. This is not verj- surprising, for all the critical portion I 
of his vrorK is really a vigorous appeal against competition and the | 
inequalities of fortune. Louis Blanc read him and borrowed from | 
him more than one argument against competition. The two German i 
socialists Rodbertus and Marx are still more deeply indebted to him. 
Rodbertus borrowed from him his theory of crises, and owes him the 
^'^gg^stion that social progress benefits only the wealthier classes. 
Rodbertus quotes him without any mention of his name, but Marx 
in his Manifeslo has rendered him full justice, pointing out ali 
that he owed to his penetrative analysis. The most fertile idea 
borrowed by Marx was that which deals with the concentration of 
wealth in the hands of a few powerful capitalists, whicli results in 
the increasing dependence of the working classes. This concep- 
tion is the pivot of the' Manifesto, and forms a part of the vejy 
foundation of Marxian coUcctixdsm. The other idea of exploitation 
does not seem to have been borrowed from Sismondi, although he 
might have discovered a trace of the surplus value theory in his 
writings. Jlarx endeavours to explain profit by drawing a distinc- 
tion between a worker selling his labour and parting with some of his 
labour force. Sismondi employs terms that are almost identical, 
and says that the worker when selling his labour force is giving his 
life. Elsewhere he speaks of a demand for labour force.” Sis- 
mondi never drew any precise conclusion from these ideas, but they 
raav have suggested to Marx the thesis he took such pains to 
establish. 

Many a present-day socialist, without acknowledging the fact, 
perhaps without knowing it, loves to repeat the arguments which 
Sismondi was the first to employ, to stir up his indifferent con- 
temporaries. 


CHAPTER II : SAIKT-SIMON, THE SAINT- 
SDIONLANS, AND THE BEGINNINGS OF 
COLLECTmSH 


SiSMOSnar, by supplementing the study of political economy by 
a study of social economics, had already much enlarged the area 
traced *for the science by its founders. But while giving distribu- 
tion the position of honour in his discussion, he never dared carrv’ 
bis criticism as far as an examination of that fundamental institution 
of modern society—privateproperty. Property, at least, he thought 
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legitimate and necessary. Every English and French economist 
had always treated it as a thing apart— a fact so indisputable and 
inevitable that it formed the very basis of all their speculations. 

Suddenly, hmvcver, we come upon a number of writers who, while 
definitely rejecting all complicity with the earlier communists and 
admitting neither equality of needs nor of faculties, but tending to 
an agreement with the economists in claiming the maximum of 
production ns the one aim of economic organisation, dare lay their 
hands upon the sacred ark and attack the institution of property 
with whole-hearted vigour. Venturing upon what had hitherto been 
holy ground, they displayed so much skill and courage that every 
idea and every formula which became a commonplace of the socialistic 
literature of the later nineteenth century already finds a place in 
their system. Having definite ideas as to the end which they had in 
view, they challenged the institution of private property because 
of its effects upon the distribution and production of wealth. They 
cast doubt upon the theories concerning its historical evolution, and 
concluded that its abolition would help the perfection of the scientific 
and industrial organisation of modem society. The problem of 
private property was at last faced, and a recurrence of the discussion 
was henceforth to become a feature of economic science.* 

* It waa not intended that any rcfcrcnco should bo made in this volume to 
the doctrine of Bocialifim before the opening of tlio ninetccnlli century, but fho 
question whether the French Revolution of 1780 was cocialist in ob.arnctcr or 
simply middic-clars, as the cocialintr, of to-day would put it, has been po frequently 
dipcn.«cd that wo cannot ignore it nltogclhcr. 

There is no doubt that the Icadcre of tho Revolution — including Mr.rr.t 
even, who is VTonply regarded ns n supporter of that agrarian law which ho 
condemned ns fatal and erroneous — always showed unfailing respect for the 
iaslitutionof private proi>erty. Tho confireation of the properly of tho Church 
and of the noble? was a political and not an ceononiic rneaPnrr, and in 

that respect is fairly comparable with the historic confiscation of the properly 
of Jews, Templars, Huguenots, and Irish, which in no c-ve wn.s iaspired by me.f ly 
socialist motives. The confiscation of endowments — of goods belonping to legal 
pen ons — was regarded as a means of defending individual or real property again't 
tho cncroaohmcnts of merely fictitious persoas and the tyranny of tho dead band. 
When it carao to the abolition of feudal right? peal care w.as t.ahen to di'tinguLsh 
the tenant’s rights of rovereignty. which were about to be nbolishc!], from hi? pro- 
jirietnry rights, which deserved tho rcppcct of everyone who rccognired the legiti- 
inncy of compieasation. In practice the diflinetion pjrovcd of tittle importance. 
Scores of pcojile were ruined during those rmfortunafcmontli' — fomethrough mere 
mixfortune, others because of the muddle over the issue of assignats, and others, 
again, tiecau'c of the confiscation of rents; but the intention to rcsjjcoi the 
rights of property remaias indisputable Etill. It would reem that in this matter 
the revolutionary leaders had come under the influence ci the Physiocrnts, whose 
wait of p-ojicrty b.a? already engaged our attention. And how easy it woidd be to 
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Not that it had hitherto been neglected. ’ Utopian communists! 
from Plato and More up to ^fably, Morelly, Godnin, and Babcuf, the 
eighteenth-century equalitarians, all rest their case upon a criticism 
of property. But hitherto tlie question had been treated from the 
point of view of ethics rather than of economics.^ The originality 

imagine a Physiocrat pennLng Article 17 of the Declaration of the P.ights of Man 
■when it speaks of property as aninviokblc.sacrcd right J Bnf , on the^otbor liand, 
it is tme that Roussean in his article Economie poliu'gme speats o! the rights o5 
proi)erty as the most sacred of the citizen’s rights. 

It -was not only on the question of property that the rerolutiom'sfs of 17S6 
sho-wed themselves anti-socialist. They -were also anti-socialist in the sense 
that they paid no attention to class -war and ignored the antagonism that exists 
faet-ween capitalists and -workers. All were to be treated as citizens and brothers, 
all were equal and alike. 

However, those who claim the most intimate connection with the spirit of the 
Revolution remain undismayed by such considerations- They endc.avour to 
show that the Revolution was not quite so conservative nor so completely 
individualistic as is generally supposed, and after diligent search they claim to 
have discovered certain decrees bearing unmistakable traces of socialism. But 
a much more general practice is to plead extenuating circumstances. " Are we 
to demand that the social problems which appeared fifty years afterwards, when 
industry had revolntionised the relations of capit.al and labour, should have 
been solved at the end of the eighteenth century? It ■would have been worse 
than nselcss for the men of 1789 and 179.7 to try to regulate such things in 
advance.” (Aulard, Address to Students, April 21, 1897. Cf. his ffisfoire pslUijiu 
de la Rhxdulioa, chap. 8, pamgraph entitled “ Lt SociaUtrn^.") 

Wc must not lose sight of the communist plot hatched by Francois Babeaf 
daring the period of the Revolution. But in this case, at any rate, the exception 
proves the rule, for, despite the fact that Babeuf had assumed the suggestive 
name of Gains Gracchus, ho found little sympathy emong the men of the Con- 
vention, even in La Montagne, and be -wtis condemned and exeenfed by order 
of the Directory. Babeufs plot is intcrc.sting. if only as an anticipatory 
protest of revolutionary socialism against bczrgroii re-volution. Cf. Aulard, 
foe. cil., p. C27. 

^ Not to sjX'uk of celebrated tJlopIans like Plato, More, and Campanclla, a 
number of ■erriters who liavc been minutely studied by Liohtenberger undertook 
to supply such criticism in the eighteenth century, lilorelly, Jlably, Brisot, 
and Meslicr the cure in France, and Godwin in England, attacked the institution 
of property srith becoming -rigour. B.abcuf.wfao in 1797 cufTcred de.ath for Ms 
attempt to establish a community of equals, has left us a eamm.ary of their 
theories. Bnt the Saint-Simoniams owe them nothing in the -way of inspiration 
Kightc-cntb-ccntm-y soci.albm -was cfscntinlly cqualitan’an. R'hat arom-fd the 
anger of the oighteenth-centeny -writers most of all was the inequality of pleasure 
and of well-being, for which they h-rld the institution of private p.-ope-rty rtspon- 
rible. “If men" have the same rsecds and th-o same faculties they ought to be 
given the tame material and the same intellectual opportunities, says the 
2!ar.ijatc drs nyrttr. But the Saint-Siroonia-ns recognise neither equality of 
needs nor of faculties, and they are particuLorly anxious not to b- cl'.esed 
.-.'on-' with lh^ B.ab'uvifte-^— the champions of the agra-rion law. ILetr 
xirialbin. which - is founded upon the right to the wIkjIc produce of b-lour 
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of the Saint-Siraonian treatment is that it is the direct outcome 
of the economic and political revolution which shook France and 
the whole of Europe towards the end of the eighteenth and the 
beginning of the nineteenth centuries. Tl^e socialism of Sain t-Simon 
is not a vague aspiration for some pristine equality which was largely 
a creation of the imagination. It is rather the naive expression of 
juvenile enthusiasm in the presence of the new industrial rigime 
begotten of mechanical invention and scientific discovery. The 
modem spirit at its best is what it would fain reveal. It sought to 
interpret the generous aspirations of the new bourgeois class, freed 
through the instrumentality of the Revolution from the tutelage 
of baron and priest, and to show how the reactionary policy of the 
Restoration threatened its triumph. Not content, however, with 
confining itself to the intellectual orbit of the bourgeoisie, it sought 
also to define the sphere of the workers in future society and to lay 
down regulations for their benefit. But its appeal was chiefly to 
the more cultured classes — engineers, bankers, artists, and savants. 
It was to these men — all of them members of the better classes — 
that the Saint-Simonians preached collectivism and the suppression 
of inheritance as the easiest way of founding a new society upon 
the basis of science and industry. Hence the great stir which the 
new ideas caused. 

Consequently Sainl-Simonism appears tobc a somewhatuncxpcctcd 

and would apportion wages according to capacity, nims neither at equality nor 
uniformity. 

Tho S.aint-Simonians ecom to have remained in ignorance of the sooinliRt 
theories of their contemporaries, the French Fourier and the English Thompron 
and Owen. Fouricr’e work only bcc.amo known to Enfantin after his own 
economic doctrine had tx>cn formulated. Saint-Simon and Barard appe.ar nevt-r 
to have read him. It is probable that Enfantin only became aware of Fourier’t 
■writings after 1829, and when he did he intcrc-'tcd himrclf merely in thore that 
dealt with freo loro and the theory of paa-ions. As Bourgin put it : " If Fourier 
did anything at all, he has rather hastened tho decomposition of Saint-SimoruFm.” 
(Henry Bourgin, Fourur, p. 419 ; Paris, 1905.) 

Tho English soci.alists arc never as ranch ns mentioned. The P.icardir.n 
doctrine of lalxjur-value, which is tho basis of Thompjon's theory and of Owen's, 
and later still of that of Marx, sccm.s never to have become known to them. “ Ques- 
tions of value, price, and production, wliich demand no fundamental knowledge 
either of the composition or tlio organisation of society,” are troatr’d as so manv 
details (Lr Producicur, vol. iv, p. 3S8). Their doctrine is primarily social, con- 
taining only ocoasionnl allusions to political economy. Enfantin is c.arelul to 
distinguish between Qnesnay and Ids rchool and Smith or Say. The Physioerata 
gave a social character to thcirdoci rine, which the cconomi-te wronrrfully ncg!«ted 
to develop. Aug. Comte, In tho fourth volume of tho Court dt Phdlo^ophh, has 
f rfticl'-cd politic.al economy in almost identical (enns, which affords an additional 
proof of hifi indchtedncai to Srdnt-Slmonism. 
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extension of economic Liberalism rather than a tardy renewal c* 
ancient socialistic conceptions. 

We must, in fact, distinguish between two currents in Saint- 
Simonism. The one represents the doctrine preached by Saint- 
Simon himself, the other is that of his disciples, the Saint-Siraonians. 
Saint-Simon’s creed can best be described as “ industrialism ” plus 
a slight admixture of socialism, and it thus naturally links itself 
with economic Liberalism, of which it is simply an exaggerated 
development. The disciples’ doctrine, on the other hand, can only 
be described as collectivism. But it' is a collectisism logically 
deduced from two of the master’s principles which have been extended 
and amplified. For a history of economic ideas it is the theories 
of the disciples that matter most, perhaps. But it would be impos- 
sible to understand these ■without knowing something of Saint- 
Simon’s theory'. We shall give an explanation of his doctrine, first 
attempting to show the links which surely, though strangely enough, 
affiliate the socialism of Saint-Simon with economic Liberah'sm. 


I : SAT>*T-SBION AND INDUSTRIALISM 
Sajnt-Simon was a nobleman who led a somewhat dissolute, 
adventurous life. At the early age of suxteen he took part in the 
American War of Independence. The Revolution witnessed the 
abandonment of his claim to nobility, but by* successful speculation 
in national property’ he ■was enabled to retrieve his fortune to some 
extent. Imprisoned ns a suspect at Saintc-P6Ingic, set free on 
the 0th Thermidor. he attained a certain notoriety as a man of 
affairs interested chiefly in travels and amusements and as a dilet- 
tante student of the sciences. From the moment of his release 
he began to regard hirnself as a kind of Jlcssiah.* He was profoundly* 
impressed by* ■what seemed to him to be the birth of a new society 
at ■a-hich he had himself assisted, in which the moral and poliUcnl and 
even physical conditions of life were suddenly tom up by’ the roots, 
■when ancient beliefs disappeared and nothing seemed ready to take 
their place. He himself was to be the evangelist of the new gosjiel, 
and ■with this object in view on the 4th Messidor, An. \ I, he called 
together the capitalists who were already associated mth him and. 
pointii.g out the great necessity for restoring public confidence, 
proposed the establishment of a gigantic banl: whose funds might 

» Cf. es^pocially DutnM. Uv-fitn -pcj-UivifUt, SatrJ-S^’t-.cn 

tS A. {Piiri3,10‘D5), &nd for Ucsr.-ipiuc5l dcUib Wciil, Satnt.Sirvy. n tc^ 

{ISSiV 
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be employed in setting up works of public utility — a proof of the 
curious way in which economic and philosophic considerations were 
already linked together in his- thoughts,* An ill-considered marriage 
which was hastily broken off, however, was followed by a period of 
much extravagance and great misery. By the year 1805 so reduced 
were his circumstances that he was glad to avail himself of the 
generosity of one of his old servants. After her death he lived partly 
upon the modest pension provided him by his family and partly upon 
the contributions of a few tradesmen, but he was again so miserable 
that in 1823 he attempted suicide, A banker of the name of Olindc 
Rodrigues came to the rescue this time and supplied him with the 
necessary means of support. He died in 1825, surrounded by a 
number of his disciples who had watched over the last moments of 
his earthly life. During all these'years, haunted as he was by the 
need for giving to the new century the doctrine it so much required, 
he was constantly engaged in publishing brochures, new works, oi 
selections from his earlier publications, sometimes alone and sonie- 
times in collaboration with others,* in which the same suggestions 
are always revived and the same ideas keep recurring, but in slightly 
different forms. 

Saint-Simon’s earlier work was an attempt to cstablish^n scientific 
synthesis which might furnish mankind with a system of positive 
morality to take the place of religious dogmas. It was to be a Irind 
of “scientific breviary ’’ where all phenomena, could be deduced 
from one single idea, that of “ universal gravitation.” He him- 
self has treated us to a full account of this system, which is ns 
deceptive ns it is simple, and wliich shows us his serious h’mitations 
as a philosopher whose ambition for otjlran his knowledge. Auguste 
Comte, one of his disciples, attempted a similar task in his Cours 
dc. Philofojdtic fosiUve and in the roliiiquc positive, so that Saint- 
Simon, who is usually considered the father of socialism, finds himself 
also the father of positivism. 

* Wcill, Sainl-Simon el eon Q-hme, p. 15. 

’ In ISl-l D(. la lUoryanisallon de la Socllil toropfenne, by Saint-Simon 
and A. Thierry, Iur pnpil; 1817-18, Indo-tlrle, in 4 vob, {the 3rd rol, r.nd the 
Criit book of the 4111 vol. arc the work of A. Cointe) ; 1810. La PoUllitse ; 1821, 
Lt SysUmr. induMrieli 1823-21, Le. CotMfsitw. d'f (the third l>ook, 

by A, Comte, bciua the title Syflfme de PoMlique pv,*!.’ivr): 182,';, Le. Ktmuaa 
Chrifiiar.ifrnf, Onr qnntntiomi from Sainl-Simon are tnken from the CLv^ru 
de Sairt-Hinon rl d'Enfavtin, publirherl by tnernl)e.r« of the comrcitsco insti- 
tuted by Eafnntin for rnnying out the miwtcrs la't -wiFher fT/inV. IVntn. l.sa,7). 
und from the (PuireA cLoixit.* de Saint-Simrin, published in S vois. by ly^monniej 
of Brurjseb (IKO), 
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From 1S14 up to his death in 1825 he partly relinquished his 
interest in philosophy and devoted himself almost exclusively to the 
exposition of his social and pohtical ideas, niiich are the ody ones 
that interest us Jiere. 

His economies might be summed up as an apotheosis of industiy, 
using the latter word in the widest sense, much as Smith had employed 
the term as synommious. -with labour of all kind. 

His leading ideas, contained within the compass of a few striking 
pages, have since become knoum as “Saint-Simon’s Parable.” 

“ Let us suppose,” says he, “ that France suddenly loses fifty 
of her first-class doctors, fifty first-class chemists, fifty first-class 
phj'siologists, fiftj’ first-class bankers, two hundred of her best 
merchants, six hundred of her foremost agriculturists, five hundred 
of her most capable ironmasters, etc. [enumerating the principal 
industries]. Seeing that these men ore its most indispensable 
producers, makers of its most important products, the minute that 
it loses these the nation will degenerate into a mere soulless body 
and fall into a state of despicable weakness in the eyes of rival 
nations, and will remain in this subordinate position so long a.s 
the loss remains and their places are vacant. Let us take another 
supposition. Imagine that France retains all her men of genius, 
whether in the arts and sciences or in the crafts and industries, 
but has the misfortune to lose on the same day the king’s brother, 
the Duke of Angouleme, and all the other members of the royal 
family ; all the great officers of the Crown ; all ministers of State, 
whether at the head of a department or not ; all the Privy Coun- 
cillors ; all the masters of requests ; all the marshals, cardinals, 
archbishops, bishops, grand vnears and canons ; all prefects and 
sub-prefccts ; all Government employees; all the judges; and on 
top of that a hundred thousand proprietors — the cream of her nobdits*. 
Such an overwhelming catastrophe would certainly aggrieve the 
French, for they arc a kindly-disposed nation. But the loss of a 
hundred and thirty thousand of the best-reputed individuals in the 
State would give rise to sorrow of a purely sentimental kind. It 
would not cause the community the least inconvenience.” ^ 

In other words, the official Government is a mere fagade. Its 
.action is wholly superficial. Society might exist without it and 
life would be none the less happy. But the disappeawmcc of the 


i Part I, 1819. pp- Th;-? repaWi'hed Ij 
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savants, industrial leaders, bankers, and merchants would leave the 
community crippled.- The very sources of wealth would dry up, 
for their activities are really fruitful and necessar}\ They are the 
true governors who weld real pow-cr. Such was the parable. 

According to Saint-Simon, little observ'ation is needed to realise 
that the world wc live in is based upon industry, and that anjlhing 
besides industry is scarcely worth the attention of thinking people. 
A long process of historical evolution, which according to Saint- 
Simon commenced in the twelfth century with the enfranchisement 
of the communes and culminated iii the French Revolution, had 
prepared the way for it.i At least industry is the one cardinal 
feature of the present day. 

The political concerns of his contemporaries were regarded noth 
some measure of despair. The majority of them were engaged either 
in defending or attacking the Charter of 1814. The Liberals were 
simply deceiving themselves, examining old and meaningless for- 
mula; such as “ the sovereignty of the people,” “ liberty,” and 
” equality ” — conceptions that never had any meaning,* but were 
simply mctapiiysical creations of the jurists,* and they ought to 
have realised that this kind of work was perfectly useless now that 
the feudal rigime was overthrown. Men in future will have something 
better to do than to defend the Charter against the “ ultras.” The 
parliamentary regime may be very necessary, but it is just a passing 
phase between the feudalism of yesterday and the new order of 
to-morrow.* That future order is Industrialism — a social organisa- 

• “IVith the enfranchisement of the cotnniunco wc shall witness the initldle 
claraca at lost in enjoj-ment of (heir liberty, setting up ns n political i«wrr. The 
crsenco of that power will consist in freedom from being imposed upon by 
others without confcnl. Grndually it will become richer and stronger, at the 
same time growing in political importance end improving its social po-ilion in 
every respect, -with the result that the other c]a.sscn, which may be called the 
theological or feuds] cl.v-ses, will dwindle in csiimnlion ns well ns in their 
real iraportnnoc. Whcnc-c I conclude that the industrial classes must continue 
to gain ground, and finaiiy to includo (ho whole of Eoeicty. Such reems to bo 
(he trend of things— the direction in wliich wo arc moving.” (Lttlrcs d un 
Am^kain, (E’-mct. vol. ii, p. IfiG.) 

• "Industry is the bari-* of liberty. Industry can only espand and grow 
strong vith the growtli of lil)er!y. Were this doc'rine. so old in fact but so^new 
to m.any people, once fully grn.*ped instead of those fictitious drearns of .antiquity, 
we siiouid have heard the I.wt of suchs-anguinarv phrases ns * cqu.-.litv o: death ’ ” 

vol. ii, pp. 210-211.) 

• '• La-,Tyrr.s and metaphydeianr. are wont to.t.ake npj>earancc for realitv, 
the name for the thing.” (Serf. ir.d-jTt.. (TtuTf.s, voi. v. p. 12.) 

• "IhirliamcntoTy government mu.'t be rcg.ardcd ns an indi^ier-'aUe step 
in the diri-ction of industri.alism,” [(Emra, voi. iii, p. 22.) " It h ah-oluteiv 
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tion having only one end in view, the further development of industry, 
the source of all wealth and prosperity. 

The new rigime implies first of all the abolition of all class dis- 
tinction. There will be no need for either nobles, bourgeois, or 
clergy. There wll be only two categories, workers' and idlers — or 
the bees and the drones, as Saint-Simon puts it. Sometimes he 
refers to them as the national and anti-national party. In the new 
society the second class ' is bound to disappear, for there is only 
room for the first. This class includes, besides manual workers,* 
agriculturists, artisans, manufacturers, bankers, savants, and artists.* 
Between these persons there ought to be no difference except that 
which results from their different capacities, or what Saint-Simon 
calls their varying stakes in the national interest. “Industrial 
equality,” he ■writes, “ consists in each dratving from society benefits 
exactly proportionate to his share in the State — that is, in proportion 
to his potential capacity and the use which he makes of the means 
at his disposal — including, of course, his capital.” * Saint-Simon 

necessary if the transition from the essentially arbitrary rigime which has existed 
hitherto is to be replaced by the ideal liberal rlgime which is bound to come 
into being by and by.” {Ihid, p. 21.) 

* Writing in 1803 in his Leiires d'v.-n Ealilant de Gmiit, bo uses the follow* 
ing words ; “ Everyone will bo obliged to do some work. The duty of 
employing one’s personal ability in furthering the interests of humanity is an 
obligation that rests upon the shoulders of everyone.” {(Euirts, vol. i, 
p. 55.) 

* ” I find it essential to give to the term ‘labour ’ the widest latitude po^^ai ble. 
The civil servant, the scientist, the artist, the manufacturer, and the agriculturist 
are all working as certainly ns the labourer who tills the ground or the porter 
who shoulders his burden." (Introduction to Traravx toitrJifiqvtt, (Euvres 
ehotfies, vol. i, p. 221.) 

* The national or indnstrial party includes the following cla-'^ea: 

1. All who till the land, aa well ea any who direct their operations. 

2. All artisans, manufacturers, and merchants, all carriers by land or by ses, 
as well as everyone whoso labour serves directly or indirectly for the production 
or the utilisation of commodities ; all savants who have consecrated their talents 
tothe study of the positive sciences, all artists and liberal advocates; “the small 
number of priests who preach a healthy morality ; and, finally, all citireas who 
willingly employ either their talents or their means in freeing producers from 
the unjutt supremacy exercised over them by idle coasumers.” 

“ In the anti-national parly figure the nobles who labour for the rectoration 
of the old regime, all pnexts who make raor.aiity consist of blind oliediencc 
to the decrees of Pope or clcrg:.-, oirners of real estates, noblemen who do nothing, 
judges who exercise arbitrary jurl-dict'on, as well as soldiers whorupport tl;cn— 
in a word, everyone who is opjiosed to the cstablkhment of the .system that is 
most favourable to economy or liberty.” (£< P^rit nalhna!, in Le Pdiiigw, 
(Euvrif, Tol- iii, pp. 202-204.) 

* SysJ. indtiti., (Extvrtt, vol. •vi, p. 17, note* 
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evidently has no desire to rob the capitalists of their revenues ; his 
hostilitv is reserved for the landed proprietors. 

Not only must every social distinction other than that founded 
upon labour and ability, disappear, but government in the ordinary 
sense of the term wiU largely become unnecessary. ‘‘ National 
association ” for Saint-Simon merely meant “ industrial enter- 
prise.’* “France was to be turned into a factory and the nation 
organised on the model of a vast workshop”; but “the task of 
preventing thefts and of checking other disorders in a factory is 
a matter of quite secondary importance and can be discharged by 
subordinates.” ^ In a similar fashion, the function of government 
in industrial society must be limited to “ defending workers from the 
unproductive sluggard and maintaining security and freedom for 
the producer.” * 

So far Saint-Simon’s " industrialism ” is scarcely distinguishable 
from the “ liberalism ” of Smith and his followers, especially J. B. 
Say’s, Charles Comte and Dunoycr, v.Titing in their review, Le 
Censettr, were advancing exactly similar doctrines,* sometimes even 
using identical terms. “ Plenty of scope for talent ” and laissez- 
faire were some of the favourite maxims of the Liberal bourgeois. 
Such also were the aspirations of Saint-Simon. 

But it is just here that the tone changes.* 

Assuming that France has become a huge factory, the most 
important task that awaits the nation is to inaugurate the new 
manufacturing regime and to seek to combine the interests of the 

• Sysi. indust., (Euvru, vol. ri, pp. 61-92. 

• (Euvret, vol. iii, pp. 35-30. 

• On tliis point sco Haldvy’s article in the Rewe du Mois for December 1907, 
Le> Idles icemamiques de Saini-Simon, and Ailix, article mentioned eupra, p. 117. 

‘ In the following possago the opposition is very marked; “One must 
rocognhe 1 hat nearly nil Government measures which have presumed to influence 
Bocial prosperity have simply proved harmful. Hence pcopio have come to the 
conclttsion that tiie best way in whioli a Government can further the well-being 
of eoeicty is by letting it alone. But this method of looking at the question, 
however just it may poem when wo consider it in relation to the present political 
is evidently false when It is adopted as a general principle. Tho impres- 
sion will remain, however, until we Buccecd in establisiiing another political 
order.” (L'Oryantnlair, (Euvres, vo!. jv, p. COl.) 

Tvitcr on the Saint-Simonians abandoned this idea atsd demanded Govern- 
menial control of all scwial relations. ■ “Far from admitting that tho directive 
control of Government in eocial matters onght to Iw restricted, we believe that 
It ought to be e«ended until it inolndcs every kind of social activity. Moreover 
^ believe that it should alw.aj-s bo exercised, for society to us seems a veritable 
mcraroh}^ (Dof/riae dt Sainl-Sttnon, Exposition, DciuUmt Atince, p. lOSj 
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enireprencurs tvith those of the TTorkers on llie one hand and of the 
consumers on the other. There is thus just enough room for govern- 
ment — of a kind. \^Tiat is required is the organising of forces rather 
than the governing of men.^ Politics need not disappear altogether, 
but “ must be transformed into a positive science of productive- 
organisation.” - “ Under the old system the tendency was to 
increase the power of government by establishing the ascendancy 
of the higher classes over the lower. Under the new system the 
aim must be to combine all the forces of society in such a fashion 
as to secure the successful execution of all those works which tend 
to improve the lot of its members either morally or physically.” * 

Such will be the task of the new government, where capacity 
will replace power and direction will take the place of command.* 
Applying itself to the execution’ of those tasks upon which there is 
complete unanimity, most of them requiring some degree of delibe- 
ration and yet promptness of action, it -will gradually transform 
the character of politics by concentrating attention upon matters 
affecting life or well-being — the only things it need ever concern 
itself with.® 

In order to make his meaning clearer, Saint-Simon proposes to 
confine the executive power to a Chamber of Deputies recruited from 
the representatives of commerce, industry, manufacture, and agricul- 
ture. These would be charged with the final acceptance or refusal 
of the legislative proposals submitted to them by the other two 
Chambers, composed exclusively of savants, ariists, and engineers. 
The sole concern of all legslation would, of course, be the develop- 
ment of the country’s material wealth.® 


* ” Under the old rcmV.c men were coa'ddered inferior to thing!?,” cccord- 
ing to a brochnre entitled Da Bovrlans tl da St'jarts (1622 ; (Euvra cKcnBts, 
vol. ii, p. 447). “ The object of the new tj-iem will bo to extend man’s hold 
over things.” {(2rtnTe.J,voI.iv,p.Sl.) *‘Jn the present ctafe of cdocation what 
the n.aricn wants is not more government, but more cheap f.dminlstraticn.” 
{Sv!-. tV-deri., (Euira, vol. v, p. 181.) Engels, in his book written in reply 
to Engon Dulxring, makes ta-e of identic.al tenns in speaking of the eoeialLst 
rljirm. ‘‘^Vhen the administration of things and the direction of the proce?-'?!-s 
of prodneticn take- the place of the governing of perrons fhs State will not m'TcIy 
be abolished : it wiD be dead.” {PhtTorepaje, i?&5ror;i' pC'lUi'pie, Socialirr-.e, 
Frencb tranchtion b.v Easkine, p. SCI ; Fan's, IDII.) 

* JjfUrcr a Atr.trt'-air,, Qluvrcs, vol. ii, p. ISO. 

* Da Bcrsrljr.! d da S!'.iarU, Glutra a.fdda. voh ii, pp. 4t>7~43S 

‘ D’Orysr.jre.'enr, (Evvra vcL iv, pp. 8C and IfVI-lCl. 

‘ JytlTa & vn ArrJ.ncair., (Evvra, vol. ii, p. ISS. 


i 
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* This i? not tbc only plan of government propowd by Saint-Simon, althc’jph 
t is the one mcKt charMleristio of him. It is to Iw found in 
-nr immedistely after the Parable. We have to remember that Ssint-Simoa 



Saint-Simon and Industrialism 209 

An economic rather than a political form of government, adminis- 
tering things instead of governing men, vrith a societj' modelled on 
the workshop and a nation transformed into a productive association 
having as its one object “ the increase of positive utility by means of 
peaceful industry ” ^ — such are the ruling conceptions which dis- 
tinguish Saint-Simon from the Liberals and serve to bring him into 
the ranks of the socialists. His central idea will be enthusiastically 
welcomed by the Marxian collectivists, and Engels speaks of it as 
the most important doctrine which its author ever propounded.® 
Proudhon accepts it, and as a practical ideal proposes the absorption 
of government and its total extinction in economic organisation. 
The same idea occurs in Monger’s Nate Staatslehre,^ and in Sorcl’s 
writings, where he speaks of “ reorganising society on the model -of a 
faetory.” * 

It is this novel conception of government that most clearly 
distinguishes Saint-Simon’s industrialism from economic Liberalism.® 

But, despite the fact that he gave to socialism one of its most 
fruitful-conceptions, we liardly know whether to felass Saint-Sirnon 
as n socialist or not, especially if we consider that the essence of 
socialism consists in the abolition of private property. It is true 

was very hostile to o Government of fi.-vvnntfi. Power was to bo placed in t)io 
hands of the induBtrial leaders — the savants were simply to advise. Should 
wo ever havo tho misfortune to establish a political order in wJucb adminis- 
tration w.os entrusted to savants wo should soon witness tho corruption of tho 
scientists, who would readily adopt tho vices of tho clergy and become astute, 
despotio quibblcrs.’’ [Syst, {ndxul., Qiuvrts, vol, v, p. 101.) 

* Sysl. indxiit.. Oeuvres, vol. vi, p. 90. 

* P.' Engels, Ilerm Euyin DUhrinys UrmcClrung Her WincTfchfift, 4th cd., 
p. 277. French translation, Paris, 1911, p. 334. Tho ^wholo of tins chapter in 
Engels’ book is from the jxm of Karl Marx. 

’ French translation under tho title L'Etni soctaJintt, Paris, 1000. 

* This is tho full text : “ Tho object of socialism is to rot up a now system of 
society based upon tho workshop as a model. The rights of the society will bo 
Iho customary rights of the factory. Not only will socialism stand to benefit 
by the eristcnco of tho bdastrial system which has been built up by capital 
•and sci'-tico upon the basis of tcohnical development, but it wii! gain even more 
from that spirit of co-operation which has long been a fo.aturo of factory lifi', 
drawing out tlio best energy and the best ekill of tho workman.” Earlier in the 
same volume ho writes : “ Everything will proceed in an orderly, economical 
fashion, just like a factory.” (G. Sorcl, Le Syndicali'm' r^iiafu/sor.naire, in Lt 
>lfo:<watnt soewiiV.'e, Novcml'or 1 and 15, 1005.) 

* Saint-Simon often quotc.s S.ay and Smith with distinct approval. But be 
charges Say with the sepatation of politics from economics in^lc-ad of merging 
the former in !bo latter, and with inability to realise to the fuli cxtcnl wbat be 
" dimly saw, as it were., in spite of himself, namely, (hat political economy 
in the one true foundation of poUtics.” (IvcHw! d on i nf rii-n in, >7' rob il. 
p. 1S5.) 
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that in one celebrated passage be speaks of the transformation of 
private property.^ But it is quite an isolated exception. Capital 

* Ssint-Siroon fecl^od among the socialists for fsTO reasons I (I) thcmlcrc*i 
he takes in the condition of the poor; (2) his opinions concerning the necessity 
for reforming the institution of private property. Bat none of the texts that 
are generally gnoted seem to have the significance that is occasionally given 
them. With regard to the first point, a celebrated passage from the AVatraa 
ChrulianiJime is the one usually quoted i “ Society should be organised in such 
a fashion as to secure the greatest advantage for the greatest number. Tbs 
object of all its labours and activities sho'uld be the promptest, completcst amelio- 
ration possible of the moral and physical condition of the most numerous class." 
{(Euvres, vol vii, pp. 108-109.) Already in his Systhne indvtirid Saint.Simoa had 
said that the direct object trhiefa he had in viev svas to better the lot of that 
cla.ss that had no other means of existence than the labour of its ovm right arm. 
{Ihid., vol.-vi, p. 81.) But is this not just the old Benthamite formula — the 
greatest good of the greatest number t Besides, hov docs Saint.Simon propose 
to Eccuro all this ! By giving tie trorkcTB more povt-r T Not at all. “The 
problem of social organisation must bo solved for the people. The people them- 
selves are passive and listless and must be discounted in any consideration of the 
question. Tho best ivay is to entrust public administration to the care of the 
industrial chiefe, vho trill always directly attempt to give the widest possible 
scops to their undertakings, with the result that their efforts in this direction 
will lead to the maximum expansion of the amount of work executed by the 
mass of the people." (Hid., vok vi, pp. 82-83.) A Liberal economist would 
hardly have expressed it otherwise. 

As to the question of private property, Saint-Simon ccrt.ainly regarded its 
transformation as at least possible. This is recn in a number of p.v'rages. 
"Property should be reconstituted rmd established upon a foundation that 
might prove more favourable for production,” says he in L'Otgar.italevr. 
(Ihid., vol.ir, p. 59.) Elsewhere, in a letter written to the editor of the Jovmal 
gbilnl d' la Trance, he mentions the fact that ho is occupied with the develop- 
ment of the following ideas : (1) That the law establishing the right oPprivatA 
property is the meet important of all, seeing that it is the hvls of our .'ochal 
edifice { (2) the institution of private property ought to bo constituted in roch a 
fa-shion that tho possessors may be Btimulatcd to make the best porsibie u’e 
of it, (Ibid., vol. iii, pp. 43-14.) In his Lrtlm & vn Amfricain he gives the 
following rl^ni of the principles which underlie the work of J. B. Say (nr. 
incidentat proof of his attachment to tho Liberal cconombts) ; " Tho production 
of nsefal objccta is tho only positive, reasonable aim which political eocielics can 
propose for tbomselves, and consequently the principle of respect for production 
and producers is a much mo.m fruitful one than the other principle of respxt for 
property and proprietors,” ((Eum.% voL ii, pp, 16G-187-) But all that this 
seems to ns to imply is that the utility of ^perty constitutes its legality and that 
it fbonld be organised with a view to social utility. Admitting that he did con- 
ceive of the necessity of s reform of property, it does, not appear that he intended 
this to mean anything beyond a reform of lauded property. We have already 
‘^•v*n how he regarded capital as a kind of social outlay which dem.inded remunera- 
tion. The following px-s’^age bears eloquent testimony to hi<s respect lor movable 
proTverty ! “ Wealth, generally speaking, affords a proof of the manufseturers’ 
abilitv oven where that wealth fa derived from inherited fortune, whcrr-'Ji in 
the other clasr-w of focw'.y it fa apparently true to ray that the rich»r are inferior 
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as TTcll as labour, he thought, vrere entitled to remuneration. The 
one as well as the other involved some social outlay. He would 
probably have been quite content with- a purely governmental 

reform, ^ 

It would not be difficult, however, to take the ideal of indus- 
trialism ns outlined by Saint-Simon as the basis of a demand for a 
much more radical reform and a much more violent attack upon 
society. Such was the task which the Saint-Simonians took upon 
themselves, and our task now is to show how collectivism was 
gradually evolved out of industrialism. 


II : THE SAINT-SIMONIANS AND THEHl CRITICISM OF 
PRIVATE PROPERTY 

Saikt-Simon’s works were scarcely ever read. His influence was 
essentially personal, and the task of spreading a knowledge of his 
ideas devolved upon a number of talented disciples whom he had 
succeeded in gathering round him. Augustin Tliierry, who was his 
secretary from 1814 to 1817, became his adopted son. Auguste 
Comte, who occupied a similar post, was a collaborator in all his 
publications between 1817 and 1824, Olinde Rodrigues and his 
brother Euginc were both among his earliest disciples, Enfantin, 
an old student of the Polytechnic, and Bar-ard, an old Carbonaro 
who had grown weary of political experiments, were also of the 
number. Soon after the death of Saint-Simon his following founded 
a journal called Lc Froducicur with a view to popularising his ideas. 
Most of the articles on economics were contributed by Enfantin, 
The paper lasted only for one year, although the number of converts 
to the new doctrine was rapidly increasing. All of them were 
persuaded that Saint-Simon’s ideas furnished the basis of a really 
modern faith which would at once supplant both decadent Catho- 
licism and political Liberalism, the latter of which, in their opinion, 
was a purely negative doctrine. 

In order to strengthen the intcjlcclual tics which already united 
them, this band of enthusiasts set up among themselves a sort of 
hierarchy ha\nng at its summit a kind of college or institution 
composed of the more representative members of the, group, upon 
whom the title “ fathers ” was bestowed. The next lower gmde 
was composed of “ sons,” who were to regard one another os 

in capacity to tho''-© who have received less education but have e Emallcr fortune. 
This i* a truth that iniirt pl.iy an important part, in positive politics. ” 

•ntitisL, tTHire*. vnL r. p. 40 , mfe. ) 
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“ brolhers.” It ^ras in 182S, under the influence of Eugene Rodrigues, 
that the Saint-Simonians assumed this character of an organised sect 
About the same time Bazard, one of their number, was giving an 
exposition.of the creed in a series of popular lectures. These lectures, 
delivered during the years 1828-30, and listened to by many men 
who were afterv,-ards to play an important part in the historj' of 
France, such as Ferdinand de Lesseps, A. Carrel, H. Carnot, the 
brothers Pereire, and Michel Chevalier, were published in, two 
volumes under the title Exposiiion de la Doctrine de Saint-Simon. 
The second volume is more particularly concerned with philosophy 
and ethics. The first includes the social doctrine of the school, and 
according to Monger forms one of the most important expositions 
of modern socialism.^ 

Unfortunately, under the influence of Enfantin the philosophical 
and-mystical element gained the upper hand and led to the downfall 
of the schooL ■ 

The Saint-Simoriians considered that it was not enough to take 
modem humanity into its confidence and reveal to it its social 
destiny. It must be taught to love and desire that destiny with 
all the ardour of romantic youth. For the accomplishment of this 
end there must e.xist a unitj' pf action and thought such ns a common 
religious conviction alone can confer. And so Saint-Simonism 
became a religion, a cult with a moral code of its own, with meetings 
organised and churches founded in different parts of the country, 
and with apostles ready to cany the good tidings to distant lands. 
A striking phenomenon surely, and worthy the fullest study. It 
was a genuine burst of religious enthusiasm among men opposed to 
established religion but possessed of fine scientific culture — the 
majoritj' of whom, however, as it turned out, were better equipped 
for business than for the propagation of a new gospel. 

Enfantin and Bazard were to be the popes of this new Catholicism. 
But Bazard soon retired and Enfantin became “ supreme Father.” 
He svithdrew, Avith forty of the disciples, into a house at Menil- 
montant, where they lived a kind of conventual life from April to 
December 1S31. Meanwhile the other propagandists were as active 
as ever, the work being now carried on in the columns of ItC Globe, 

1 The exact title is de SairJ-Simor.. Jtrpofilisei, Prmil'e Annie, 

1S29. Oar quotatioas are taken frem the si-eond edition (Parir, ISSCi). One 
ought to nrention, in addition to there, the articies contributed ly E.nfanlin to 
Le Glche nnd repaWkhed under the title of Storxv.i' xAiilq-ue ei PctHir-^, in 
one s-olutne CZnd cd.. 1832). Bnt none of there artieh-r is «.-! snterc'^tinsa'th'' 
Do’rtrine. end they only reprodnoe the ideas already ciscuered by Enfantin in 
hts article* in L< Pmd::fU-.:r. 
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which became the property of the school in July 1881. This strange 
experiment was cut short by judicial proceedings, which resulted in 
a year’s imprisonment for Enfantin, Duverger, and Michel Chevalier, 
all of whom were found guilty of forming an illegal association. Tliis 
was the signal for dispersion. 

The last phase was the most extravagant in the whole history 
of the school, and naturally it was the phase that attracted most 
attention. The simple social doctrine of Saint-Simon was over- 
whelmed by the new’ religion ;of the Sainl-Simonians, niuch as the 
Positivist religion for a while succeeded in eclipsing the Positive 
philosophy. Our concern, of course, is chiefly with the social 
doetrinc as expounded in the first volume of the Exposition, 
That doctrine is sufficiently new to be regarded os an original 
development and not merety as a Tisumd ot Saint-Simon’s ideas. 
Both Bazard and Enfantin had some hand in it. But it is almost 
certain that it was the latter who supplied the economic ideas,* 
and that to the formation of those ideas Sismondi’s work contributed 
not a little. The work is quite as remarkable for the vigorous logical 
presentation of the doctrine as it is for the originality of its 
ideas. The oblivion into which it has fallen is not easily explicable, 
especially if we compare it with the many mediocre productions 
that have somehow managed to survive. There arc not wanting 
signs of a rc\dved interest in the doctrines, and for our own part 
we arc inclined to give them a very high place among the economic 
writings of the century'. 

The Doctrine dc Saint-Simon resolves itself into an elaborate 
criticism of private properly. 

The criticism is directed from two points of view — that of dis- 
tribution and that of the production of wealth, that of justice and 

* Dospito tho fnct llmt flic or.il exposition of the doctrine was the work' 
of Rnr-ard and was prepared for the press by his dirciplr-s — llippolyto Carnot 
among otbers — most of the economic ideas contained in it must he attribnlcd to , 
Enfantin. Enfantin nko was icsponsiUc for the m.ajority of the economic 
articles that appeared in Lt PrciJveicur. But the doctrine rrt forth in if 
rrottnctcur diflcir- coniidcrnWy from that expounded in the Interest 

and rent arc Rubjected to severe criticism as tributca paid to idli ncr- liy indw try. 
Inheritance, on the other hand, though treated with scant sympathy, is not 
condemned. A lowering of the rate of intcrcsil would, l^ifantin thirik^, help 
to enfranchise the workers, and a sound credit system would solve the greatest 
of modem problems — that is, it would reconcile worker? and idlers, " whore 
interesta will never again be confused with the general interest, inasmuch as 
the po-fcfsion of the fruit-i of pa'-t labour will no longer cca'tituto n claim to 
the enjoyment of tlic brncfit.s of labour in the pa-r^ent or future." (Be Prcduslevr, 
rob ii. p. 124.) These ideas arc more fully developed in the Prpr.fUior,, 
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that of utility. The attack is carried on from both sides at once, 
and most of the arguments used during the course of the ceatur,- 
arc here hurled indiscriminately against the institution of private 
propertj’. - The doctrines of Saint-Simon contributed not a little to 
the success of the campaign. 

(a) Saint-Simon had already emphasised the impossibility ol 
workers and idlers coexisting in the new society. Industrialisas 
could hold out no promise for the second class. Ability and labour 
only had any claim to remuneration. By some peculiar miscon- 
ception, however, Saint-Simon had regarded capital as involvjjs:; 
some degree of personal sacrifice which entitled it to special reniuners- 
tion. It was here that the Saint-Simonians intcr^’ened. Was it 
not perfectly ob^^ous that private property in capital was the worst 
of ail privileges ? The Re\'olution had swept away caste distinctions 
and suppressed tlie right of primogeniture, wliich tended to perpetuate 
inequality among members of the same family, but had failed to 
touch individual property’ and its privilege of “ la 3 'ing a toll upon 
the industrj’ of others.V This right of levjdng a tax is the funda- 
mental idea in all their definitions of private propertj’.^ “ Property, 
according to the general!}* accepted meaning of the term to-day, 
consists of wealth which is not destined to be immediately consumed, 
but wiiich entitles its owner to a revenue. M'ithin this categorj’^ are 
included the two agents of production, land and capital. These arc 
primarily instruments of production, whatever dse they may be. 
Property-owners and capitalists — two classes that need not be 
distinguished for our present purpose — have the control of these 
instruments. Their function is to distribute them among the 
workers. The distribution takes place through a series of operations 
wliich give rise to the economic phenomena of interest and rent* 
Consequently the worker, because of this concentration of property 
in the hands of a few indisdduals. is forced to share the fniils of his 
labour. Such an obligation is nothing short of the exploitation of 
one man by another,® an exploitation all the more odious because 
the privileges are carefully preserved for one section of the com- 
munity. Thanks to the laws of inheritance, exploiter and exploited 
never seem to change places. 

To the retort that proprietors and capitalists are not necessarily 
idle— -tlmt many of them, in fact work hard in order to increase their 
incomes— the Saint-Siraoninns reply that nil this is beside the point 
A certain portion of the income may possibly result from personal 

‘ Pxirxr^ dK Sairtt-SirrM, p. 182, 

> ihid., p. m. • p- 
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effort, but whatever they receive cither as capitalists or proprietors 
can obviously only come from the labour of others, and that clearly 
is exploitation. 

It is not the first time we have encountered this word “ exploita- 
tion.” We are reminded of the fact that Sismondi made use of it,^ 
and the same terra will again meet us in the writings of Marx and 
others. None of them, however, uses it in quite the same sense, and 
it might be useful to distinguish liere between the various meanings 
of a term which plays such an important role in socialist literature 
and which leads to so much confusion. 

Sismondi, we know, reg.ardcd interest as the legitimate income of 
capital, but at the same lime admitted that the worker may be 
exploited. 

Such e.xploitation, he thouglit, took place whenever the w.ages 
v/cre barely sufficient to keep the wage-earner alive, although 
at the same time the master might be living in luxurious ease. 
In other words, there is exploitation whenever the worker gets- less 
than a “ just " wage. It is merely a temporary defect and not 
an ineradicable disease of the economic system. It certainly does 
occur occasionally, although there is no reason why it ever should, 
and it may be removed without bringing the whole system to ruin. 
Conceived of in this vague fashion, -what is known ns exploitation 
is as difficult to define as the ” just price ” itself. It appears under 
several aspects, and is by no means peculiar to the master-servant 
relation. An individual is exploited whenever advantage is taken 
of his ignorance or timidity, his weakness or isolation, to force 
him to part with his goods or his services at less than the ” just 
price ” or to pay more for the goods or services of others than they 
arc really worth. 

The Sainl-Simonians, on the other hand, considered that exploita- 
tion was an organic defect of our social order. It is inherent in 
private property, of which it is an invariable concomitant. It is not 
simply an iiicidcnlal abuse, but the most charactcrislic trait of the 
whole system, for the fundamental attribulc of all properly is just 
this right to enjoy the fruits of labotu: without having to undergo the 
irk-somc task of pnxlucing. Such exploitation is not confined to 
manual labourers ; it applies to every one who h.as to pay a tribute to 
the proprietor. The enirepTcnmr, in his turn, becomes a victim 
because of the interest which he pays to the capilnlist, who supplies 
him with the funds wluch he needs.* 

* Sifiaotitlifl term was mtbfr " fpolmtion.” S«! rv'ra. p. 1?5. 

* " TiiC tT ii.’-.; cl VoikrrJ- IJX lo-day txplutccl f'j' ■vrt.r.'j; property 
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Ihe ctiircprcncUT s profit, on tlic otlier lisnd, is not the result of 
exploitation. It represents payment for the Tvork of direction. 
The masccr mn^. doubtless abuse ins po.sitjon and reduce the wages 
of the workers excessively. The Saint-Simonians would then agree 
with Sismondi in calling this e.\-pIoitation. But this is not a necessity 
of the ss^tem. And the Saint-Simonians look forward to a future 
state of society in wliich exceptional capacity will always be able 
to enjoy exceptional reward.^ This is one of the most interesting 
elements in their theory. 

Marx conceives of exploitation as an organic lice inherent in 
capitalism. But with him the term has quite a different connotation 
from that given it by the Saint-Simonians, Following the lead of 
certain English socialists, 5Iarx comes to the conclusion that the 
origin of exploitatioh must be sought in the present method of 
exchanging wealth. Labour, in liis opinion, is the source of all value, 
and consequently interest and-profit must be of the nature of theft. 
The-enireprcncur'’s revenue is quite as unjust as the capitalist’s or 
landlord’s.- 

This last theory, with its wholesale condemnation of income of 
every kind save the worker’s wage, seems much more logical tlian 
any of the others. But as a matter of fact it is much more open to 
criticism. If it can be demonstrated that the value of products is 
not the mere result of manual labour, then 3Icrs’s idea fails to 
the ground. The Saint-Simonians were never embarnused by 
anv theory of value. Their whole contention rests upon the dis- 


thernso. Captains of indcstrs* in their dealir.rs with propriftons Imve torabsit 
to a fimilar land of treatment, only to a meoh less degree, list they oce,*.- 
ssonailT share in the privilege of the exploiters, for the fell burden of exploitation 
falls upon the working cljusres — that is, upon the vast majority of mjmkjnd.” 
{Dytirir.r it Sair.t-SiTr.on, p, 176.) 

* It is oar belief that profits diminish while wagts incremte ; but the terra 
* wagcf ’ as v,x‘ use it includes the proCts that accrue to the er^rtJ.rrr.t'^', who=-e 
t'cixungs we regard r-s the price of his Isboar.” {Lc Proi\x!rtir, vol. i, p. 245. 
The article Is by llnfantin.) 

* We mieht'snm up the dificre-ut smses of the word “ cxj.loitation ” as med 
by Sisir.cndi, the .yaint-Simcniitru, nnd 2-I.arx rf.'^rrotivdy as follows : 

|1) t-ismondi fh.inls that the worker is exploited whenever he is cot p«id a 
w.*.gosut2c;cr!: tocn.-.blclJmtolcad a decent existence. Untamed inocir.es'eun 
caite ledtinir-tf. however. 

(2) Exploitation exhts, in the opirJen of the Saint-Simonians, whenever s 
part cf the material p.-oduce rais'd bybbour is devotf.d to the remuneration cf 
proprietors through the operation of ordinary rocial f.aotors. 

(3) Marx cprufc cf cxploitaticn whenever u portion of the produre of blour 
is devoted to the remanrrutien cf cspiis! cither through the exhtenot- cf *ocb! 
in»*t'r!'ie.rLs or the oromtion cf tuc laws cf cx-h.r 2 ^a. 
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tinction between the income which is got from labour and the 
revenue which is derived frorh capital, which everj' one can appre- 
ciate. It was a distinction which had already , been emphasi.scd 
bv Sismondi, and no conclusion other than the illegitimacy of all 
revenue not derived from labour can be drawn from the premises 
thus stated. Some basis other than labour must be discovered if 
this revenue is ever to be justified, and a new defence of private 
property must somehow be attempted. 

. The exigencies of production itself may supply such justification. 
Private property and the special kind of revenue which is derived 
from its possession justifies itself, in the opinion of a growing number 
of economists, on account of the stimulus it affords to production 
and the accumulation of w'calth. This seems the most advantageous 
method of defence, and it is one of the , grounds chosen by the 
Physiocrats.* 

But the Saint-Simonians from the very first set this argument 
aside and attacked the institution of private property in the interests 
of social utility no less than in the interest of justice. Production 
as well as distribution, in their opinion, demanded its extinction. 

(6) This brings us to the second point, which Saint-Simon did 
little more than suggest, namely, whether the institution of private 
property ns at present existing is in the best interests of producers. 
The Saint-Simonians hold that it clearly is not, so long as the present 
method of distributing the instruments of production continues. At 
the present moment capital is transmitted in accordance with the 
laws of inheritance. Individuals chosen by the accident of .birth 
are its depositors, and they arc charged with the most difficull. of all 
tasks, namely, the best utilisation of the agents ‘of production. 
Social interest demands that they should be placed in more capable 
hands and distributed in those places and among those industries 
in which the need for those particular instruments is most keenly 
frit, ivilhout any fear of a scarcity in one place or a glut in another.* 
To-day it is a blind chance that picks out the men destined to cany 
out this infinitely difficult task. And all the efforts of the Saint- 
Simonians arc conccnlr.atcd just on this one point — inheritance. 

Their indignation is easily explained. There is certainly some- 
thing pamdoxical in the fact to which they draw attention. If wc 
accept Smith’s view, that government “is in reality instituted for 
the defence of those who have some property against those who have 
none at all ’’ — a verj’ narrow conception of the function of govern- 
ment * — inheritance is simply incvit.ahlc. On the other h-nnd, 

‘ See p. 2.'!. » Doctrinr, p. 101, * See p. 73, r.ote. 
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if vrc put ourselves at the point of 'ncv; of ‘the Sf; in t-Simon sans, 
v>-ho livcfl in an induslrial society where wraith was regarded, not 
as an end, but as. a means, not merely as the source of individtiaS 
'income, but as the instrument of social production, it seems utterlv 
wrong that it should be left at the disposal of the first comer. Tbs 
practice of inheritance can only be justified on the ground that it 
provides a stimulus to the further accumulation of wealth, or that 
in default of a truU' rational system the chances of birth are not 
' much more open to criticism than any other. 

Such scepticism was little to the taste of the Ssint-Simonbnl 
But thej^ were firmly conidnced that all the disorders of production, 
whether apparent or real, were due to the dispersion of property 
accoiding to the chances of life and death. 

“ Each individual devotes- all his attention to his ovrn immediate 
dependents. No general view of production is ever taken. There 
is no discernment and no exercise of foresight. Capital is w.anting 
here and excessive there. This svant of a broad view of the needs 
of consumers and of the resources of production is the cause of those 
industrial crises whose origin has given rise to so much fruitless 
speculation and so many errors which are still circulating in our 
midst. In this important branch of social actisn'ty. where so much 
disturbance and such frequent disorder manifests itself, vrc see the 
evil result of allowing the di.stribution of the instruments of produc- 
tion to be in the hands of isolated ind!%id«als vrho are at once 
ignorant of the demands of industry, of otlicr tTsen’s needs, and of 
the mc.ans that would satisfy them. This and nothing else is the 
cause of the c%iL” ^ 

Esc.ape from such economic anarchy, which has b^en so frequently 
described, can only become possible through collectivism — at lea-^t 
so the Saint-Simonians thought.® Tlic State is to become the sole 
inheritor of all forms of wc.alth. Once in possession of the instru- 
ments of production, it can distribute them in the w.ay it thinks 
best for the general interest. Government is conceived on the 
model of a great central b.ank where all the wc.alth of the countr;.- 
will be deposited and again distributed throimh its mnneroi: - branches. 
The uttermost ends of the kingdom will be made fertile, and the 
ncc:'ssarie.s of life will be supplied to all who dwell theriln. The 
best- of the citizens vrill be put to work at tasks that ^w!! call forth 
their utmost cfforLs, and their pay ■srill be as their toil. Tins .social 

» pp. l£0-lte 

* Th'* Ssir.i-SiEoair.w. nsrer Dste cf tbt bat thty d'-'W-H' th* 

dortr.r.e sdreimbiy. 
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institution would be invested with nil the powers which arc so blindly 
wielded by individuals at the present moment.’ 

We need not insist too much on this project or press for furthw 
details, which the Saint-Simonians v/ould have some difficulty in 
supplying. 

Who, for example, is to undertake the formidable task of judging 
of the capacity of the workmen or of paying for their work ? They 
are to be the “ generals ” — the superiors who are to be set free from 
the trammels of specialisation and whose instinctive feelings will 
naturally urge them to think only of the general interest. The 
chief will be he who shows the greatest concern about the social 
destiny of the community.* It is not very reassuring, especially 
when we remember that even with the greatest men there is occa- 
sionally a regrettable confusion of general and private interests. 

But admitting the incomparable superiority’ of the “ generals,” 
what of obeying them ? Will the inferiors take kindly to submisrion 
or otII they have to be forced to it ? The first alternative was the 
one 'wliich they seemed to favour, for the new religion, “ Saint- 
Simonism,” would always be at hand to inspire devotion and to 
deepen the respect of the inferiors for their betters.* One is tempted 

‘ “ Wc may provisionally speak of tliis system as a general system of banking. 
Ignoring for the lime being the romewhat narrow interprofation usually placed 
upon tiint word. In the first place, tlio system wonld comprise a central bank, 
which wonld directly represent the Government. Tliis bank would bo the 
depository for every Irind of wealth, of nil funds for productive purposes nnd 
ail inslninuntfi of labour — in a word. It would include everything that is to-day 
comprised williin llio term "private properi.y.’ Dopending upon tliis centra! 
bank wonld l)o other banlui of a rccondary character, wliich would be, as it were, 
a prolongation of the former and would supply it with the mcaiw of coming into 
touch wilb the princip.al locaVuici, informing the ccntrid inslilution as to their 
partionliir nced.s nnd (heir productive ability. Within the area circumscribed 
for t ii-.'o banks n-ould be otlicr banks of a more specialised cliarDcVcr rtill, covering 
a Irrs exti-nsivo field nnd including within thrir ambit fho tenderer hranehca of 
llic industrial tree. AH wants would bo finally foewed in tbo central hank nnd 
all egort would radiate from it." {Dodrir,'^ pp. 206-207.) The idea is prob- 
ably Enfantin’s, for there is nn exposition of (he same idea in L» Prodxicirjr. 
vol. iii, p. 055. 

* Dxirtnf, p. 210, note. Ei-eiwherc (p. 330); " Wc arc weary of cverv {loli- 
ticai principle that docs not aim directly at putting the destiny of the people in 
flic hands of the most able and devoted .among them.” 

^ ‘ "Wo come b-sek with real joy to this great virtue, ro fioqucntly miscon- 
ceived, not to say mhrcprr.senled, at the present Umc— that virtue which hs ro 
ea^v and so delightful in perrons who have a common aim which they wwnt to 
attain, but wliicb is so painful and revolting when combined -with egoism. This 
riri uo of oh:dicnce is one to which our thought- return rrer with lovc^’’ f /lui. 
p. 350.) 
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to ask T('hat ^vould become of the heretics if ever llicre happened to 
be any. 

Further criticism of this kind can serve no useful purpose, and 
it applies to every collective system, differing only in matters of 
detail. Whene%*er it is proposed to set up an elaborate plan of 
economic activity, directed and controlled by some central authoritv, 
■with a view to stipplanting the present system of individual initiative 
and social spontaneity, we are met at the threshold with the difilculty 
of setting up a new code of morality. Instead of the human heart 
•Rith its many mixed motives, its insubordination and weaknesses, 
in place of the human mind with all its failings, ignorance, and error, 
is to be substituted a heart and mind altogether ideal, which only 
serve to remind us how far removed they are from anything we have 
ever knovm. The Saint-Simonians recognised that a change so 
fundamental could onh' be accomplished through the instrumentality 
of religion. In doing this they have shown an amount of foresight 
which is rare among the critics who treat their ideas xvith such disdain. 

It is more important that we should insist upon another fact, 
namely, that the Saint-Simonian sj^stem is the prototj'pe of all the 
collcctivnst schemes that were proposed in the course of the centurj*. 

The whole scheme is verj’’ carefully thought out, and rests upon 
that penetrative criticism of private property which differentiates 
it from other social Utopias. The only equality which the Saint- 
Simonians demanded was what wc call equality of opportunity — an 
equal chance and the same starting-point for every one. Ilcyond 
that there is to be inequality in the interests of social production 
itself. To each according to his capacity, and to every capacity 
according to the work which it has accomplished — such is the nilc 
of the new .society.* 

An interesting of the Saint-Simonians’ programme, given 

in a scries of striking formultc which they addressed to the President 
of the Chamber of Deputies,* is worth quoting : 

"The Saint-Simonians do not advocate community oT goods, 
for such community would be a manifest violation of the first moral 
law, which they have always been anxious to uphold, and which 

* Tbo fontiula tn the thin! ' tii'icn of the Dodnr.^ sb r. little difTorrnf. “ 
one,” it mn? “ought to be endowed uecording to his merit* and rr-wardeJ 
sccordinp to h:.* work.” We know that the first pnrt of the fnrmnln r*f*r# 
to the di-trihution of cnpifal. f.e. to the instrument* of iabour. whik the 
feeemd refer? to individual incomes. The wo.'d “ehvtsed " wjvs sulj’^tituted for 
“endowed ’■ in the rccond edition. 

* PuWiriifd fts an appendix to the edition of the Tk^drins dt Ssint- 

Siioon, Erp-»rif!bT?, Premiere Ar.rJe, 


Ceiticism of Peivate Peopeety 221 

demands that in future ever}’ one shall occupy a situation becoming 
his capacity and be paid according to his labour. 

“ In view of tlus law the}’ demand the abolition of all privileges 
of birth without a single exception, together with the complete 
extinction of the right of inheritance, which is to-day, the greatest 
of all privileges and includes every other. The sole effect of this 
system is to leave the distribution of social advantages to a chance 
few who are able to lay some pretence to it, and to condemn the 
numerically superior class to deprivation, ignorance, and misery.' 

“ They ask that all the instruments of production, all lands and 
capital, the funds now divided among individual proprietors, should 
be pooled so as to form one central social fund, which shall be 
employed by associations of persons hierarchically arranged so 
that each one’s task shall be an expression of his capacity and his 
wealth a measure of his labour. 

“ The Snint-Simonians arc opposed to the institution of private 
property simply because it inculcates habits of idlcnc.ss and fosters 
a practice of living upon the labour of others.” 

(c) Critics of private property, generally speaking, arc not content 
with its condemnation merely from the point of view either of 
distribution or production. They almost invariably employ a third 
method of attack, which might be called the historical argument. 
The argument generally takes the form of a demonstration of the 
path which the gradual evolution of the institution of private properly 
has hitherto followed, coupled with an attempt to show that its 
further transformation along the lines which they advocate is simply 
the logical outcome of that process. The argument has not been 
neglected by the Saint-Simonians. 

The history of this kind of dcmonslralton is exceedingly interest- 
ing, and the rdfc it has played in literature other than that of n 
socialist complexion is of considerable importance. Reformers of 
every type, whether the immediate objective be a transformation of 
private properly or not, nlwn}-s base their appeals upon a philosophy 
of history. 

Marx's sa'stem is really a philosophy of history in which com- 
munism is set forth as the necessary consummation of all industrial 
evolution. Many modem socialists, although rejecting the Marxian 
socialism, sUll appeal to history. M. Vnndcrv’cldc builds bis faith 
upon iL* Tlic authors of that quite recent work Sofiallsum at Adion 
rely upon it, and so do Mr. and Mrs. Sidney Webb and all the Fabian 
Socialists. Dupont-Whilc’s State Socialism is inspired by similar 
• In’ BTUkll volume fr IPOO). 
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ideas, and so is the sodaiism of M. Wagner. Friedrich List has -s 
way of iiis o^vn with history ; and the earliest ambition of the His- 
torical school was to transform political economy into a kind of 
philosophy of history. If we turn to the realm of philosophy itself 
we find somewhat similar conceptions — the best known, perhaps, 
being Comte’s theory of the three estates, which was borrowed directly 
from Saint-Simon.^ 

This is not the place to discuss historical parallels. The pdnt 
will come up in a later chapter in connection with the Historical 
school. What we would remark here is the good use which the Saint- 
Simonians made of the argument. All the . past history' of property 
was patiently ransacked, and the arguments of other writers who have 
extolled the merits of collectivism were thus eflcctu.ally forestalled. 

“ The general opinion seems to be,” says the Doctrine dc Saint- 
Simon,- “ that whatever revolutions may take place in society, 
this institution of private property must for ever remain sacred and 
inviolable; it alone is from eternity unto eternity. In rc.ality 
nothing could be less correct. Property' is a social fact which, along 
with other social facts, must submit to the laws of progress. Accord- 
ingly it may be extended, curtailed, or rcgrilatcd in various w.aj's at 
different times.” This principle, once it was formulated, has never 
failed in winning the allegiance of every reformer. Forty years later 
the Belgian economist Lavelcyc, who has probably made the most 
thorouglily sdcnlific study of the question, used almost idrntic.ai 
words in summing up his inquiry into the principal forms of property.* 


* Littr^ Lm diJpntcd Comte’s indebtedacfs to Saint-Sirnoa in hi-f 
Comte et U Ponlxvifrn'-. S.aint-Simon, kowovrx, in h'!<i preface to S-jHlme tadc.*- 
trid remarks ‘bat in jK'litical matters the juristc form a connt'c'.i.ng link between 
feudal goremment on tbo one hand and indostria! government on the other, 
ja.?t as the metnphydcitvns arc intermediate bctveccn the theological erid tl.c 
scientific rigirr.ti. In a note which he r.dd.s he states hi.e position still mere 
clearly {(Ettvret, vol. v, p. 9). It i? true that the Syttlme indtrsintl diteo from 

1821. and l.s coa-cquinily sulK-cqueat to the beginning of the friendly rclaticni 
bjtwcca Comte and S.aint-Simoa. But text'ual evidence, however predre, 
CAnnot decide the qnt f.ticn of the reciprocal influence which the.'e fwo Merinh* 
exercised npen one another. A similar idea had alrtady fetmd in 


TnreotV votk. 

* P. 179. 

» “Another mistake thst is slro very general 1? tofpe.ak of i,'ro;>erty if it 
were an itl^itution with a fijc-d. unrhnngoatle ferm, while as » mr.'ter of fiC- 
it hea asrotned variou** nrpeete and is still c-peblc of further mcmfi-e.tmn ss 
yet endreamt cf.” (Law-leye, De In Propriiff d « tff Pormd }ft c'i, 

*187-;, p. r>S!.} Stu-Wt Mill, in a letter Rddr-,.<*-:d to I.-.vdeyc on Noye.wbr IT, 
1S72. congratulated him on the demoaitralion hv bad given of 'Its. 
prefaoe, p. xili.) 
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TIw Saint-Simonians feel confident that a glance at the progress 
of this evolution is enough to convince anyone that it must have 
followed the lines which they have indicated. The conception of 
property was at first broad enough to include men wthin its conno- 
tation. But the right of a master over his slaves gradually under- 
went a transformation which restricted its exercise, and finally 
caused its disappearance altogether. Tlcduced to the right of 
ovming things, this right of possession was at first transmissible 
simply according to the proprietor’s will. But the legislature 
intervened long ago, and the eldest son is now the sole inheritor. 
The French lievolulion enforced equal distribution of property 
between all children, and so spread out the benefits which the 
possession of the instruments of production confers. To-day the 
downward trend of the rate of interest is slowly reducing the 
advanlngc-s po.sscssed by the owners of property, and goes a long 
way towards securing to each worker a growing share of his 
product.’ There remains one Inst step which the Sninl-Simoninns 
advocate, which would secure to all workers an equal right to the 
cmplojTncnt of the instruments of production. This reform would 
consist in making everybody a proprietor, but the State the sole 
inheritor. “ The law of progress ns we Iinvc outlined it would lend 
to establish an order of things in which the State, and not the family, 
woiild inherit all accumulated wealth and every other form of what 
economists call the funds of j)roduelion.’' * 

These facts might be employed to support a conclu.sinn of an 
entirely different character. That equality of inheritance whicli 
was prcsciv'cd rather than created by the French Bevolulion might 
he taken ns a proof that modern societies arc tending to multiply the 
number of individual proprietors by dividing the land between an 
increasing number of its citizens. But such discussion docs not 
belong to a work of this kind. We arc entitled to say, however, 
that the Snint-Simonian theory is a kind of prologue to all those 
doctrines that ransack the pages of history for arguments in 
favour of the transformation, or even the suppression, of private 
property. 

* Note this nrp’.nicnl, which has fo ficijecndy been employed by l.ib'erai 
ceonomiftr, and which wo Bhall come across in B.vli.-.l’f work. The Saint. 
Simoniaa« arc concluniiy running trith the h.sro as woU as hunting. with the 
hounds. 

• Tiv-fnee, p. ISL’. The historical orgnment o! whieli we b.sre jnf. givfn a 
ehort fntnmary is des-c!op'd in the I>x'inr.f, pp. nO-lp:!. It }s o}-<cn to a Ftil) 
more fundiiracntn! criticism, inssmiioh a* it doe.s not r«m to Isirloricallr 
ftccuraie. 
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Here again the Saint-Simonians have merely elaboratcfl a -dtw 
which their master had only casually outlined.* Saint-Simon, a!-o 
believed that in history we have an instrument of scienliQc precision 
equal to the best that has yet been de'ased. 

Saint-Simon, who owes something In tliis matter to CondoiccU 
regarded mankind as a lining being ha\'ing its periods of infancy 
and youth, of middle and old age, just like the indinduals who 
compose it Epochs of intellectual ferment in the histoiy of the 
race are exactly paralleled by the davming of intellectual interest 
in the indi\'idual, and the one may be foretold as well as the other. 
“ The future,” says Saint-Simon, “ is just the last term of a series 
the first term of which lies somewhere in the past \Vhen we have 
carefully studied the first terms of the scries it ought not to be 
difficult to.tell what follows. Careful observation of the past should 
supply the clue to the future.” ^ It was while in pursuit of Uiis 
object that Saint-Simon stumbled across the term “industrialism” 
as one that seemed to him to express the end towards wliich the 
secular march of mankind appeared to lead. From family todly, 
from cit\' to nation, from nation to international federation — such 
is the sequence which helps us to visualise the final term of the .scries. 
, which will be some kind of “ a universal association in which all 
men, whatever other relations they may possess, will be united.”* 
In a similar fashion the Saint-Simonians interpret the history of 
indiridual property and predict its total abolition througli a process 
of its gradual extension to all individuals combined with the extinction 
of private inheritance. 

The doctrine of the Saint-Simonians may well be regarded as a 
kind of philosophy of history.® Contemplation of the system fills 
them vrilh an extraordinary confidence in the realisation of their 
dreams, to which they look forward not merely with confidence, but 
with feelings of absolute certainty. “ Our predictions have the s.ame 
orinins and are based upon the same kind of foundations as arc 


‘ Sainr-eiiaon, Mmmrt irJrodzciiJ FJ.r ta cres if. Htden 

(IS12) {(S^vrts, vol. i, p. 122}. 

* p 1 44. 

» The philofopby oi hlstcrr migh*. be said to coa-Irt of attrtap'* to ftr 
that history is nuide up ot ai'.crastir.r pc.-iod? ci cr^nic growth ar.d dirtratri 




c.*itic:.*ra. Thefcnnrr p-riods rJetoeurfccdby unityot thought andain.cf 
tad set ion in s-Doiety ; the l.sitrr by a conSirt of ides.® r,ad .'■•'■at sEtnts, by potitinl 
and eociil instabiifty. Tor fora-.cr prricch are es.wn;i:illy rcligioa®, the Istt'c 
Reform snd rcvol-vjon are the modem m.vmf'-rftitioris of cn'tfel 
KAttme of the p.riad in which wc Ht*. Saint -Simoaiim wonld had v' mto « 
cehnitelv erranic tj-'-t h. Hb-tcrical evolctioasivms to point to » rr.'igic-as in,'! 
«rartrt.al 
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common to all scientific discoveries.” ‘ They look upon themselves 
as the conscious, voluntaiy' agents of that inevitable evolution 
which has been foretold and defined by Saint-Simon.® This is one 
trait vvhich their system has in common with that of Marx. Hut 
there are two important differences. The Marxians relied upon 
revolution consummating what evolution had begun, while the 
Saint-Simonians relied upon moral persuasion.® The Saint-Simo- 
nians, true children of the eighteenth century that they were, 
believed that ideas and doctrines were sufficicntlj' powerful agents 
of social transformation, while the Marxians preferred to put their 
hope in the material forces of production, ideas, in their opinion, 
being nothing better than a pale reflection of such forces.* 


Ill : THE IMPORTANCE OF SAINT-s'lMONISM IN 
THE HISTORY OF DOCTRINES 

Titk doctrine of the Saint-Simonians consists of a curious mixture of 
realism and Utopianism. Their socialism, which makes its appeal 
to the cultured classes rather than to the masses, is inspired, not 
by a knowledge of working-class life, but by close observation and 

• Dociri^', p. 110. 

• Ilnd., p. 121. “Mnn in not without rome intuitive .knowledge of hif 
deetinj’, but when fcicnee lins proved the corrrctn<'.‘'s of hi? rnrmirr? nnd deuion- 
Btrated the ncciirncy of his forecasts, whon it has ersured him of the legitimacy 
of his desires, he will move on with all the greater a.?.?urancc and calmness towards 
a future that is no longer unknown to him. Thus will ho become a free, intelligent 
Rgent working out his own destiny, which he himself cannot change, hut which 
he may con.sidcrahly expedite by his own effort.?.” 

* This is developed at great length in the reventh lecture, pp. 211 

el ttq. 

* " PolitirK,”f.ays Saint-Simon, “ have f Iwir roots in morality, nnd n peop'eV 
in'-titntion.s are just the expression of their thonglifr.” [GJvirre, vol. iii. p. SI.) 
“ Philo'ophy,” ho remarks r!.«owhere. "is rerpon'ible for the creation of all the 
more important political institutions. No other power would have the strrngth 
nece-'.s.ary to check the action of those that have alrr.ady liceowe antiquated 
or to tet up others more in conformity with a new doctrine.” {*?!/'?■ indtis!.. 
{Vmref, vol. v, p. 107.) lie futther insists upon the part which philanthropirts 
may piny in the creation of a new society. “ One truth,” he writes, " t hr.t has. 
iH-en established in the course of human progrefi; i? this : a di-lDterested dcrife 
for the general well-being of the community is a more cfTective instrument of 
political improvement than the conscious self-rcparding action of the clarrf* 
for which those change-i will prove most bcnehcial. In a word, experi* nee rj-trr.f 
to show that those wlio should naturally Ik" mo-t interested in t?.oc.st.abli«!irrrr.f 
of ft new order of things arc not those who show the greatest desire to bring it 
bIkiu!." (rj.'utrrj, vol. vi, p. 120.) It wonld be diflirult to irr.-.dr.e ft ne.ator 
refnfAtion of Jf.arxian Idcaa.rspecially the content'en that the rmancipstic-a o! 
the worker? c.an only come from the workers the rr.se! vr*. 

x.n. »' 
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rcinarJ<ab!e intuition concerning the great economic currenb of Otf;: 
time. 


Tlie dispersion of the school gave the leaders an opportunity of 
taking an active part in the economic administration of their 
tountrj', and we find them tluuvring themselves whole-heartediv 
into various schemes of a financial or industrial cliaracter. In ISC-i 
the brothers Pereire founded a credit association whidi became tlie 
prototype of tlie financial institutions of to-day. Knfanlin took s 
part in the founding of the P.L.M, Railway, which involved an 
amalgamation of the Paris-Lyons, Lyons-Avignon, and Arignon- 
Alarseilles lines. Enfantin was abo the first to flant a coinpanr 
for tlie purpose of making a canal across the isthmus of Suez. At 
the College de France Michel Chevalier defended the action of tlie 
State in undertaking certain works of a public chfi~acler. It was he 
also who negotiated the treatj- of 1860 with Enghmd, which was the 
means of inauguniting the era of commercial liberh’ for France. 
Other examples might be cited to show the important part which the 
Saint-Simonians played in nineteenth-century economic hisloij’,’ 

Jlore especially did they realise the enormous place wliich Innks 
and institutions of a similar nature were bound to liave in modem 
industrial organisation. And whatever news we may hold as to the 
rights of property, we are bound to recognise ho«- these dejiosil banks 
have already become great reservoirs of capibJ from which credit 
is distributed in a thousand wap Uiroughout the whole realm - 
of industry. Some writers, all of Uiem by no means of the sod.alist 
way of thinking, would reproach the Iwnks, especially in Fmnex*, 
with tlieir lack of courage in regulating and stiniuiating industsy, 
which, a-s the Saint-Sirnonians foresaw, is a legitimale part of their 
duty.* 'I’he important part which they s-aw intcniationai finanriers 
plajdng in the domestic nflhirs of almost eveiy Europcmi nation 
durinc tlie Restoration period, coupled with their personal knowledge 
of bankers, helped the Saint-Simonians in anticipating the all- 
important role which credit was to play in modem industry. 

Equally remarkable was the foresight they displayed in demand- 
ing a more rigorous control of production, and in emphasising the 


'C{. on th<! 5 e points Wfili, L'^cole Sain.'-SinMnif-nn* (1653). tr.d Cb&r!^!;, 
Eiitoirt d’j. (1S5C). 

**‘Thc cL’C’Ct o! credit,'' t nr « linfsm'in (t p. 

‘‘in ft soiktv vhers one trt of p-roptc posmt tbe istirtjncsts cf procufJsn Int 
kek cspscilp or to rn:p!ar tbtni, srd ’wberc (snotbfr htve it* dtrirs 

’i-ork hxil srs wilboal the mr-on*. i* to help In* of Ites'' instrciner.U i.nra 

the ftsnaer’e portr.riion Into tbs hnndx cf the UU-.r.” Ko btWr: itizHhs rw 
ever circa. 
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need for some better method of adapting that production to meet 
the exigencies of demand than is possible under a competitive 
system. The State obviously has neither the ability nor the inclina- 
tion to discharge such functions, but so great arc the, inconveniences 
of competition that manufacturers arc forced to enter into agree- 
ments with one another in order to exercise some such control. 
This is nothing less than a partial application of the doctrinc-of 
Saint-Simon. 

In addition to the considerable personal influence which they 
were able to exercise over economic development, we have to recog- 
nise that in their writings wc have the beginnings both of the critical 
and of the constnictive contribution made by socialists to nine- 
tccnth-ccnlury economies. Their doctrine is, as it were, little 
more than an index to later socialist literature. 

In the first place one must be struck by the number of formultr. 
to be met with in their work which have since become the common- 
places of socialism. “ The exploitation of man by man ” was 
a phrase that was exceedingly popular up to 18tS. Tlic term 
“ class war,” which has taken its place since the time of Marx, 
expresses the same idea. They spoke of “ the organisation of 
labour " even before Ixuiis Blanc, and employed the tenn ” instru- 
ment of labour ” ns a synonjTn for land and movable capital long 
before it was so used by Marx. Although wc have not considered it 
necessary to group them with the Associationists, they have been ns 
assiduous ns any in proclaiming the superior merits of producers' 
associations. Moreover, they anticipated the use which the socialists 
would make of the theory of rent. In a curious passage v.'rittcn 
long before the lime of Henry George they refer to tlic possibilil}’ of 
applying the doctrines of Ricardo and Mallhus to justify the devotion 
of the surplus prcalucc of good land to the general needs of society, 
thus anticipating the theorj’ of another prominent sod.alist thinker.* 
Other ideas might be mentioned, though not of a spcciflc.ally socialist 
charnel cr. Tims the lhcor>' of profit-sharing, as far as our knowledge 
goes, was first developed in an article in Lf Produdticr.* 

Tiic more one examines the doctrines of the Saint-Simoninnr, 
the more conscious docs one become of tlic remarkable charnclcr 
of these anticipations and of the injustice of the oblivion winch has 

' />x/nn', p. 1220. Ct. p. 223 (or an ctoqnc nl pvv.f.t;c deftonn-ing Ric.irtlo find 
Mnifluis, who, as the rtspull of th'dr *' profound int' Its;- qtifr'tion of 

rent," nndortafcc to dt'f<'nd the inft'lolioa of jirirr.te proj^rlj. 

’ The article L? entitled Dt la Cla-ff o'-inVrr, and nrsy Rr found in toL !» 
ot Jx Ptr’^urUvr. Ser p.artieiilnrlr pp. oO.S r! eej. 



228 Sats’t-Simox and the Saint-Sd.ioniaks 


since befallen them. Matr/s friend Engels called attention to 5K? 
“ genial perspicacity of SaioV-Simon, rvliich enabled Mm to antici. 
pate all the doctrines of subsequent socialists other than those of a 
specifically economic character,” ^ The specifically economic idea c! 
■which Engels speaks and ■n’Mch Saint-Simon, in Ms opinion, did 
wrong to neglect was the Marxian theory of surplus value. We art 
inclinc-d to the opinion that it was more of a merit th.an a fault to 
place socialism on its real foundation, wMch must necessarily be a 
social one, rather than to found it upon an erroneous theory of 
value. 

But new formulae are not their only contribution. Due note 
was taken of that fundamental opposition which exists between 
economists and socialists and wMch has caused all the conflicts and 
misunderstandings that disfigure the history* of the century and 
resulted in their speaking an entirely different language. We shsll 
try to define the nature of the conflict, in order, if possible, to help 
the reader over the difficulties that arise just where the bifurcation 
of economic thought takes place. 

No attempt was made either by Adam Smith. Ricardo.- or J. B. 
Say to make clear the distinction between the science of political 
economy and the fact of social organisation.* Property, as we have 
already had occa':ion to remark, was a social fact that was accepted by 
them without the slightest demur. The methods of dividing property 
and ofinheriting it. the causes that determined its rise and theconse- 
qucnccsthat resulted from its existence, were questions that remained 
outside the scope of their discussions. By division or distribution 
of wealth they meant simply the distribution of the annual revenue 
between the various factors of production. Their interest centres 
round problems concerning the rate of interest or the rate of wages 
or the amount of rent. Their theory of distribution is simply a 
theory concerning the price of services. No attention ..was paid to 
individuals, the social product being supposed to be divided M-tween 
impersonal factors — land, capital and labour — according to certain 
neccssaiy laws. For convenience of discussion tbc impersonal occa- 
sionally becomes personal, as when they speak of proprietors, capi- 
talists, and workers, but that is not allowed to affect the cencral tread 


of the argument 


’ “ Thr ra.'.jority cf cccr 
reTi^-K-c <1- teg'-rd propf'rty w 
of btiit 

rocir.l erder i" 
pp. 221 and 223.1 Ko 


Fr;--"5rru~7 dm p. 277- 

lombtf, and mm-ci'.lK'Fs". wisri-'' vr-k we h.-.Ti- f-rt 
s » fixed factcT wV.mc cririn and proprrra -> no cimmTS 
Gtililv alone noneeme them. Xhe cewceetie-Ti cf % 
rr.crt fcncica s'.iil to tb“ Encli'h wntem.” 

■ptitn is Tr.«d<^in favo'cr o! filsTn-ondi c; Terpm. 
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For the Saint-Simonians, on the other hand, and for socialists 
in general the problem of distribution consists especially in knowing 
how property is distributed. The question is to determine why 
some people have property while others have i»onc ; why the instru- 
ments of production, land, and capital should be so unevenly dis- 
tributed, and why the revenues resulting from this distribution 
should be rmcqual. For a consideration of the abstract factors 
of production, the socialists are anxious to substitute the studj' of 
actual living individuals or social classes and the legal ties which 
bind them together. These differing' conceptions of distribution 
have given rise to two different problems, the one primarily economic, 
the other social, and sufficient care has not always been taken to 
distinguish between these two currents, which have managed to 
coexist, much to the confusion of social thinking in the nineteenth 
century. 

Another essential difference between their respective points of 
view consists of the different manner in which economists and 
socialists conceive of the opposition that exists between the general 
interest and the interests of individuals. 

Classical witers envisaged it as a conflict between the interc.st,s 
of consumers, i.e. everybody, and the intcresLs of producers, which 
are more or less the interests of a particular class. 

The Saint-Simonians, on the other hand — and in this maltci 
their distinction has met with the hearty approval of every socialist — 
think it better to regard it ns between workers on the one hand and 
idlers on the other, or between workers and capihjlisLs, to adopt the 
cramped formula of a later period. The worker’s is the general 
interest ; the particular interest is that of the idler who lives at 
the former’s expense. '* \Vc have on several occasions," writes 
Enfnntin, " pointed out some of the errors in the classification 
adopted by most present-day economists. The antithesis between 
producer and consumer gives a very inadequate idea of the magni- 
tude of the gap that lies between the various incntbcrs of society, 
and a better differentiation would be that which would treat them 
ns workers and idlers.” * The difference in the point of view naturally 
results in an entirely different conception of social organisation, 
l-.conomists think that society ought to be organised from the }>oint 
of view of the consumer and that the general interest is fully 
realised when the consumer is s.atisficd. Socialists, on the contrnrv-, 
believe that society should be organised from the sl.andpoint of the 
worker, and that the general interest is only fully achieved when the 
’ Lc Proiitdcur, voL iii, p. oSA 
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workers draw Iheir full share of the social product, which is as prcal 
as it possibly can be.^ 

There is one last elemenl of difference wliich is very important 
Classical WTiters made an attempt to reduce tlie apparent disorder 
of individual action within the compass of a few scientific laws. 
By the time the task was completed so struck were they with 
the profound harmony which they thought they had discovered 
that they renounced all attempts at amelioration. They were so 
satisfied with the demonstration which they had given of the way 
in which a spontaneous social force, such as competition, for example, 
tended to limit indi^-idual egoism and to complete the triumph of 
the general interest that they never thought of inquiring wlicthtr 
the action of these forces might not be rendered a little less harmful 
or whether the mechanism might not with advantage be lubricated 
and made to run somewhat more smoothly. 

The Saint-Simonians, on the other hand — and in this matter it 
is nccessarj" to couple with theirs the name of Sismondi — are con- 
vinced of the slowness, the awkwardness, and the cruelty with wliich 
spontaneous economic forces often go to work- Consequently they 
are concerned with the possibility of substituting a more conscious, 
carefully tliought-out e^ort on the part of society. Instead of a 
spontaneous reconciliation of conflicting interests they suggest an 
artificial reconciliation, which they strive with all their might to 
realise. Hence the innumerable attempts to set up a new mechanism 
which might take the place of the spontaneous mechanism, and the 
childish efforts to .^co-ordinate or combine economic forces. These 
attempts, most of them of necessity unsuccessful, furnished the 
advers.arics of socialism with their best weapons of attack. All of 
them, however, did not prove quite fruitless, and some of them were 
destined to exerdse a notable iiiflucnce upon social development. 

It is in the Saint-Simoninn doctrine that we find these cx>ntrasis 
l>elwccn political economy and socialism dcfinilcly marked and in 
full detail. It matters little to us to-day that the school was ridi- 

' In the prefaee to flan'-orrJ.t tS P(^.itiq-ae, Enf.intin again 

“ .'sU qurstioa- of political ccononvy efconid be linked together by a cotarr-on 
principle, and in order to judge of the rocial utility of a mesiTirc or idea is 
economics it is abrolutely neoeesary t-o consider whether this idea or zr.e 2 .-:smr b 
directly advantagoons to the worktnE or whether it indirectly contril-ates to the 
Mr.' Iioration cf their lot by dL=crcditicg idlcncsiO' It is a plrascrc to ho able to 
concur in the opinion expressed by M. HaI6ry in his article on Saint-Simon 
(i?rrKf ds; ’/cis for D'ceTr.l>rr 1W7), in which he maintains that this, idea i? the 
distinctive trait of Saint-Simon’* rociali^m. We h.Rve already called &!te.nt;« 
to another featcre tb-al seems to w cqaally imj’-ortj.nt, natm^Jy, the rnggened 
rjbjtitntion of indostriai adninistraiion for pclitictl govemmi'-nt. 
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culcd or that the eccentricities of Enfantin destroyed his propaganda 
work just when Fourier was pursuing his campaign 'with great 
success. Ideas arc the things that stand out in a history of doctrines. 
To us, at any rate, Saint-Simonism appears as the first and most 
eloquent ns •well as the most penetrating expression of the sentiments 
and ideals that inspire nineteenth-century socialism,* 


CHAPTER HI: THE ASSOCIATHTE SOCIALISTS 

Tun name “ Associative Socialists ” is given to all thoc-c imtcrs who 
believe that voluntaiy association on the basis of some preconceived 
plan is sufficient for the solution of nil social questions. Unfor- 
tunately the plans vary very considerably, according to the particular 
system chosen. 

They differ from llie Snint-Simonians, who sought the solution . 
in socialisation rather than in association,® and thus became 
the founders of collectivism, -which is quite another thing. The 
advocates of socialisation always thought of “ Socictj' ” •with a 
capital S, and of all the members of the nation as included in one 
collective organisation. The term “ nationalisation ” much better 
describes what they sought. Associationi.-m, on the ‘other hand, 
more individualistic in character and fearing lest the individual 
should be merged in the m.ass, would have him .safeguarded by 
means of small autonomous groups, where federation would l)c 
entirely voluntnrj’, and any unity that might exist would be prompted 
from within rather than imposed from without. 

On the other hand, the Associalionists must be carefully distin- 
guished from the economists of the Liberal school. Fortunately this 

‘ U is innK)?>ible not to make a epe-ctal men! ion of Anion Htnger’ij MCollt-nl 
iittlo ix>ok, Dai lUchl ntif dfn vdlm ArhrilJ'ertra^ (1 S8C) (the linpli.<h traa--Li( ion, 
with on excellent introdoction by Profrrror FoxwcD, is tmfortaantely eu! of 
print). It is imii'jv'n'-nWc in any hwtory of sod.ilisin. 'We marrt a!ro rr.cnlitm, 
willi decpncknowlcdgmciifs, Tanfo'e J/'i Syilfrr.fji fr,c{alut(ji (Pori', 1002,2 rob.) 
— the most originally critie.al work yet paUished on this mbif'Ct, tlionph not 
ftlwajt! the tnoFt impartinl — nntl Eourgurn’e J>.* rccialtjrlrjt rl TStvUvUm 

kenwmiqur. (Pari?, IftOC), t>j? containing the most rdcntific crilicir.m cf t he ceorKimie 
theories of r oeinlism. 

’ ’’ Afsoeiatioc. wiiieh is der-tined to put an end to r-ntsgr.nbm. hw not vrt 
found itn true form, nilhrrto it has consisted of reparaU' grotsps which !-avc 
hern at ■war with one another. Accordingly anfagoninn has not yet bfcotce 
eiUnct, bnt it certainly •will « poem w luvjxnVtie.n baa (■ecom*' tmivers&i,'' 
llMxirtru de A'rporifion, Prenifre ji. 177.) 
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is not verj- diflicuJt, for means of these very associations they 
claim to be able to create a new social milieu. They are as anxious 
as the liberals for the free exercise of individual initiative, but they 
believe that under existing conditions, except in the case of a few 
privileged individuals, this very initiative is being smothered. They 
believe that liberty and individualitj’ never can expand unless trans- 
planted into a new environment. But tliis new environment vril! 
not come of itself. It must be created, just as the gardener must 
build a conservatory if he is to secure a requisite environment. 
Each one has his own particular recipe for this, and none of them is 
above thinking that his own is the best.^ It is this conception of an 
artificial society set up in the midst of present social conditions, 
bound by strict limitations which to some extent isolate it from its 
surroundings, that has won for the system its name of Utopian 
Socialism. 

Had the Assodationists only declared that the social environment 
can and ought to be modified, despite the so-called permanent and 
immutable laws, just as man himself is capable of modification, they 
would have enunciated an important truth and would have foresUalled 
all those who are to-day seeking a solution of the social question in 
svmdicaUsm, in co-operation, and in the garden-city ideal. 

On the other hand, Iiad they succeeded in carrying out their 
plans on an extensive scale, if we may judge by the desire to evade 
them on the part of those experimented on, it seems probable that 
the new land of liberty would bav'e proved less welcome than the 
liberty which is enjoyed under the present constitution of society. 

They would have been v’crv’ indignant, however, if anyone bad 
charged them with desiring to create an artificial society. On the 
contrary', their claim was that the present soda! environment is 
artificial, and that their bminess was not to create but r.wrcly to 
discover that other environment which is already' so wonderfully’ 
adapted to the true needs of mankind in virtue of its providential, 
natural liarmony. At bottom it is the same idea as the “ natural 
order ” of the Phy’siocrats, much as thdr conception differs from 
of the Physiocrats — an incidental proof that the order is 
anything but “ natural,” seeing that it varid: vrith those who 


* la Owen's p-.per, lha for .Aerrurt II, IS21. ve meet wi;}. th'- 

word^ ; ** Tee Ercret is cat’. ... The chy<-- soug'.t to b ■ tbt'.iaeJ 
is cot t;eah'!y tn r.trJc CT TK-ss-'fx’ons, is not resr.-nu-.s'ty cf bet fc'"., c:-r:- 
p!c-ie,carestrI’!!'d«)-cptrat-cao'.-.t’.;epr.ri of all tbe E«nib'.*» Lt <„v. ry parr-f-* 
of sociil life." Fourier -R-nt/s in a rimlbr strain ; Avonat'en b-olrP the »ccr?i 
of the tmicn of intere?l».” {Atroc. vol. i. p. 133.) E'owfcw It 

‘ To-day, Good Friday, I dircovered tbe eecrtt cf *.*tociat:c.ta" 


frritet : 
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define it. .Some of their sayings, however, might very well have 
been borrowed directly from Quesnay or Mcrcicr de la llivi^rc — for 
example, that of Owen’s in which he speaks of the commune as God's 
special agent for bringing society into harmony with nature. It is 
just the “ good despot ” of the Physiocrats over again. Or take 
Fourier’s comparison in which he ranks himself with Newton ns the 
discoverer of the law of “ attraction of passion,” and believes that 
his “ stroke of genius,” as Zola calls it, lies in knou-ing how to utilise 
the passions which God has given us to the best advantage. 

What is still more interesting is that this newer socialism marks 
a veritable reaction against the principles of 1789.* The Revolu- 
tionists hated every form of association, and suspected it of being a 
mere survival of the old regime, a chain to bind the individual. 
Not only was it omitted from the Declaration of the Rights of Man,* 
but it was formally prohibited in every pro\dncc — prohibitions vvliieh 
have been withdrawal only quite recently. It is difficult to imagine a 
greater contrast to the spirit of the Revolution than the beliefs which 
inspired Owen, Fourier, and Cabet, the founders of the new order. 

But the men of 1789 were not so far wrong, nor were they deceived 
by their recollections of corporations and guilds, when they expressed 
the belief that any form of association was really a menace to liberty. 
There is an old Italian proverb which states that cver^' man who 
has an .ass<’ciatc has also a master. The Liberal school has to a 
certain extent always shared these apprehensions, and ample justifi- 
cation might be found for them in the many despotic nets of 
associates, whether capitalists or workmen. 

But the “ associative ” socialists of the early part of the last 
centurj' were impressed, even more than .Sismondi and Saint-Simon 
were, by the new phenomenon of competition. The mortal struggle 
for profit among producers and the keen competition for wage,', 
among working men which immediately ensued upon the disap- 
pearance of the old framework of society seemed to them to wear 
all the hidcousness of an apocal 3 fptic beast. With wonderful per- 
Bjiicacity they predicted that such breakneck competition must 

• On tlip rclationji of rocislicni io the Frrnch RovolnUon rso the. preceding 
chap!c;r on S.'iini.Simon (p. lUi’, no(e). 

’ The Dcchmtion of dll' Rights of Men aj'-akf of liberty, proj>crty, re-«i!«tftnpc 
to opproKion, bnt timre is not a word oboat the right of w.'ioeiMscin. Trade 
iv.'acmtian, one of the oldest and moat dcrr.oemtio forms of n.sTOcin(inn, wru 
pro-’crit>cd by the fninous decree of Chapeiitr (1791), and rcrirre pi'ri.diirj 
were irr>|) 0 'Td upon a.»?ocintion.s of more than iwctiiy persoK.-! by the renal 
Oods of 1819. Thwe prohibitions were pmdcally rtmored in the courpe of il;e 
nineteenth century. Friendly rocietiec were the first to I'osct free, then followed 
trade unions, tail these l*wg were not definitely rejx:R.Ifd until .Tuly 1, 1901, 
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inevitably result in combination and monopoly.^ Yolunlar,' assofis- 
lion of a co-operative character (they paid hardly any attention tc 
the possibilities of corporative association) appeared to supply the 
only means of suppressing this competition vrithout either endanger- 
ing liberty or thwarting the legitimate ambitions of producers. And 
it is not very clear as yet that they were altogether mistaken in their 
point of view. 

The two best known representatives of this scliool are Robeil 
Owen and Charles Fourier. Although they were contemporaries— 
the one was bom in 1771, the other in 1772 ® — it does not appear tbai 
they ever became known to one another. Owen never seems to 
have paid any attention to Fourier’s system, and Fourier never refers 
to “ Owen’s communistic scheme ” without showing some trace of 
bitterness. Indeed, it is doubtful whether he knew anything at all 
about it except from hearsay.’ 

Such reciprocal ignorance docs little credit to their powers of 
obscrv’ation. Still it is easily explained. Despite a certain simi- 
larity in their plans for social regeneration — ^for example, they both 
proceed to create small autonomous associations, the microcosms 
which were to serve as models for the society of the future, or 
the yeast which was to leaven the lump — and notwithstanding 
that after tlieir deaths they were both hailed as the parents of one 
common offspring, co-operation, they spent their whole lives in 
two very different worlds. lYithoul any rhetorical exaggeration and 
without making any invidious distinctions we may tTuthfulIy say 
that Owen was a rich, successful manufacturer and one of the 
greatest and most influential men of his day and countr\% while 
Fourier was a mere employee in the realm of industry, or a “ shop- 
'wrge-ant,” as he liked to call himself. Later on Fourier became the 
recipient of a small annuity ; but his reputation only spread slowly 

* “ It is obvioiiis that the present Ttgirr.t of irc-c corapetit ion which is 

to be necessary in the interests of ooi stupid political ts^oaoIny, tad which is 
furliicr intended to keep monopoly in chccla must rcsnlt in the growth of 
monopoly in almost every branch of industry.” (Victor Coasideraat, Pn'nript* 
it Soci'ili'rr.ti) 

* Fourier’s first book, Ltt Qvi'Urc i/oartTaentf, was puLlL' ind an l&OS, and 

his iMt, La Fae-Mc Indtit’.rit, in 1S36. Owen’s eaxliKt work. A Yn-' Ftsw cj 
.VofY/e i or /Tssuys on tht F<frmt:iftyn of Hurr^r, Chareditr, w.^a jaihILsbed in 
1813, and his last work. Tht RccJt gi>K^rn/-i vrUKmi: /'rrniW.jnrr..', in 

tS5S. 

* “.According to details rujiplicd by journalists, Owen's cstfthE'hmcnts rwm 
to have at }tcJ>t thrte serious dnawhacks which must inevitably dw-troa- the whole 
enterprise — the nami>frs are eiceisive, equality cue of hia ideal*, and there 
is no reference to agriculture.” (Ur.iii tir.trer/eh’e, toL ii, p. ?.■» 1 
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and with much difiiculty among a small circle of friends. Contrary 
to -vvhat might have been expected, the millionaire manufacturer was 
the more ardent socialist of the two. A militant communist and an 
anti-cleric, he loved polemics, and advanced his views both in the 
Pre^ and on the platform. Ilis humble rival was just a grown-up 
boy with the habits of an old woman. He scarcely ever left his 
house except to listen to a military hand ; he wrote sedulously, 
attempting to turn out the same number of pages each day, and 
spent most of his life on the look-out for a sleeping, partner, who, 
unfortunately, never turned up. 

Other svriters of whom we shall have something to say in connec- 
\tion with tins school arc Louis Blanc, Lcroux, and Cabet. 

\ -/ > 

1 ^, / 

ROBERT OWEN 

IbduKKT OwEK of all socialists has the most strikingly original, not 
I say unique, personality. One of the greatest captains of industry 
of his time, where else have we such a commanding figure ? Nor 
is his socialism simply the philanthropy of the kind-hearted 
employer. . It is true that it is n ot rcvolution areu and that he 
could not bring him.sclf to support the Chartist movem ent, which 
seems harmless enough now.* lie never suggested expropriation 
as an ideal for working men, but he cxliortcd l|iem to create new 
capital, and it is just here that the co-operative progranunc differs 
from the collectivist even to this day. But for all practical purposes 
Owen .was ^ ^incialist- even a cnu* nninist. Indeed, he was probably 
the first to inscribe the word “socialism ” on his b.anner.* 


‘ Denpi'e tho fact that Charttsm wns c-'aciitially a vrorking-ckirs movement, 
controlled by tbe Working Men’s AwiocialioD. its dennaiids v. rc exolu-sivcly 
jwlitiral, tbo chief of them being universal suflrage. 

* It la quite po-'ctblc that Owen regarded the term as bis own invention, but 
wo now know tb.at it Ind been jirovioojly employed by Pierro Ix:roax. the French 
eoeialu-t. Tho publication of Owen’s TfAnf is SoriaUrfrtf in 1S41, however, i» 
the earliest instance ol tho term Ix-ing employed na tbe title o! s book. 

Owen lived an extremely setivo life, and died in 1S57 at the advanced age 
of cighty-Eoven. Of Welsh crtis.an d«ccnt. ho began life m an apprentice in a 
cotton factory, aetting up na a mn-stcr epinner on bis own .account with n capital 
oi £i00, which he had borrowed from his father. Hi" rire was very rapid, and at 
the ago of thirty ho found himself co-proprietor and director of tbe New Lanark 
Miila. It wn-s then that ho finst mado a n.’vmc for hintfolf by hia tochnics! im- 
provements and his model dwellings for hta avorknirn. It was at tbis jv.riod 
that his ideas on cdooition alfo look ckspe. By and by it becettne the f-vkion 
to make a pilgrimage to view the factory at New Lanark, and among tho Ti''itors 
were tteveral very distinguished people. Ifis cotw[>"?;dcDla slro induced mort 
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His passion lor Utoplixs did not prevent him initialing a number 
of reforms and esUiblisliing several institutions of a thorouiiiily 
practical character. Special mention ought to be made of his 
interest in the welfare of his workers, an inspiration that has been 
caught by several manufacturers since. 

Nor must we imagine, simply because we have placed him along 
with the Associative socialists, that association was the only solution 
that met with his approval. .\s a matter of fact there is scarcely 
a solution of any description wluch was not to some extent tried 
by him. 

Beginning wth the establishment of model workshops in his 
factory at New Lanark, there is hardly a suggestion incorporated 
in his exposition of socialism which was not attempted and even 
successfully applied in the course of his experiments there. Among. , 
them ar e i ncluded ^imh Important developments as workmen’s 
dwelling s, refectories, the appointment of ofBcials to -look after the 
social and mmal' welfare' of the workers, etc. 

These expefiments had the farther distinction of serving as a 

than ono royal pc-rsonage. Amoag these we may specially mention the Iving 
of Prussia, who sought his advice on the question of education, and the King of 
Holland, who consulted him on the question of charity. 

The crisis of 1815 revealed to Owen the ecrious defects in the economic order, 
and this marks the beginning of the second period of his life, when he dabbled 
in communal experinrente. In 1825 he founded the colony of New Harmony 
in Indiana, and the aamo year witnessed the eatablishmcnt of another colofty 
at Orbiston, in Scotland. Eut these lasted only for a few years. In 1832 we 
have the National Equitable. Labour Exch.onge, wliich wa-t not much more 
successful. 

Owen, sixty -three years of age, and thoroughly disappointed with his exix-ri. 
nients. but fi.s convinced a-s ever of the truth of his doctrines, entered now upon 
the third fw-riod of his life, which, as it happened, was to b? a fairly long one. 
This period wa-H to b? devoted wholly fo propagating the gospel of the New 
Moral World — Tht Nev 21 oral World being tho title of his ch'ef work and of., 
the newspaper which he first published towards the end of 1834. He took an 
active part in the Trade Union movement, but docs not f-eem to Iiavc b-en 
much inlcreatcd in the co-operative experiments which were started by the 
P.ocbdrJe Pioneers in 1844, although curiously enough this is hi-s chit! chum 
to fame. 

Owen was in no renre a liiUrcir^r, being e'sentially a man Of aflairs, and we 
are not rurprised to find that the number of boolcs which he h.as left behind him 
h rmall. But he was an indefatigable lecturer, and wrote a good deal for the 
prer-s. Wc iiiu.‘^t conf-.-as, however, that it is not easy, m wo road his sdeirwye*. 
and anick* to-day, to account for the wonderful eentempomra- sacces which 
tbev bad. 

Thvn; is an ercsdlent French work by'IXoIIA-ms dealing with his life and 
doctrines {12-37). Tus best Englbb life, that of Podmore, is unfortunately out 
of print. 
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model for the factory legislation of the next fifty years. We have 
only to glance at the following programme of reforms, effected by 
him to realise this : 

1 . He r educed the hou rs of Inbourfrom seventeen to ten per diem, 

2. No children under ten vcn rs.^of age were employed, but free > 
education was supplied them in schools built* for the purpose. 

8. A]1 fin es — then a common feature of all workshops — ^werc 
abolished.* 

Seeing that neither his experiments nor his prestige as an employer 
was sufTicicnt to influence his fellow employers, he no%v tried to gain 

the sj’mpathctic attention of the legislature. He turned first of all 

to the British Government, and then to that of other countries, 
looking to legislation to provide what he believed should have been - 
supplied by the goodwill of the ruling classes themselves. 

Even before the days of Lord Shaftesbury he had inaugurated a 
campaign in favour of hmiting the hours of cli iltlrcn W'orking in 
•factories. In 1810 the first Factory Act was passed, fixing the 
minimum age at which children might be employed at nine j-cars, 
although Owen himself would have put it at ten. 

Discouraged by the little support which he obtained for his 
I projects, and having satisfied himself as to the impotence both of 
patronage and legislation as forces of social progress, he turned his 
attention to a third possibility, namely. associntion. „.Association. 
he imagined, would craite that new cnr'ironmcnt without which 
no solution of the social question was ever possible. 

^ ' ■' Im' 

1. The Ceeation of Tra: Miiijsn . ‘ 

The creation of a social milim w as the one impelling force that 
inspired all Owen’s various experiments. This was his one desire, 

* To his fellow-employers who comploiDed of hb almost revolutionary 
projwsalfi Owen mndo reply as follows — nnd his "words ore quite n.s true now as 
they were then ; “ Exporicnce must have taught yon the difTcrcnce between an 
efficiently equipped fnefory with itn machinery always clean nnd in good worlang 
order nnd one in which the machinery is filthy and out of repair and worlnng 
only with the greatest amount of friction. Kow if the c.src which you bestow 
upon machinery c.an give yon such excellent rosnltf . may you not expect equ.ally 
good results from caro spent upon human Iwings, with their infinitely superior 
Rtnicture T Is it not quite natural to conclude that these infinitely more delicate 
nnd complex mechanbms will also incrc.-u'c in force and efficiency and will be 
re.ally much more economical if they arc kept in pood working Mndition and 
treated with a certain mearnre of fcindne,=.= ? 8uch kindne.'is would do much to 
remove the mental friction and irritation which always rerult.'-- whenever the 
nourishment is insufficient to keep the bodyin fall prtidnctivc efficiency, ns w-i! 
t,s to arrest deterioration and to prevent premature death." 
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'svhether he asked it of the roasters, the State, or of the Trorkew 
themselres. 

He has thus some claim to be regarded as the father of ctiolo;:>- 
— etiology being the title given by sociologists tothat part ofUKjr 
I subject vrhich treats of the subordination and adaptaUon of man to 
J his environment His theorv* concerning the possibility of brans* 
forming the organism by influencing its surroundings occupies the 
same position in economic^ as Lamarck’s theorj'doesin hiologv*. B\' 

V nature _man is neither good nor bad. H e is just what his erjvirpp^ 
ment has made him , and if at the present moment he is on the whole' 
r^her bad, it is slmpl}* because his environment is so detestable. 
Scarcely any stress is laid upon the natural environment which 
seemed of such supreme importance to writers like Le Plaj-, Owen’s ^ 
interest was in the social environmept, the product of education and 
. legislation or of deliberate individual action.* ICfenge the environ- 
'i.ment Md the individual would be changc-d.| He fail^ to sec that 
;this meant begging the whole question. If man is simply the 
/ product of his environment, how can he possibly change that environ- 
ment ? It is like asking a man to raise himself by the hair of his 
head. But the futility of such criticism will be readily appreciated 
if wc remind ourselves that it is to such insignificant beginninp 
as these that we owe the conception of the garden city. It was 
Owen’s concern for the worker and his great desire to provide 
him with a home where some degree of comfort and some mca'^Tirc 
of beauty might be oblain.able that gave the earliest impetus to 
that movement. 

From a moral point of view this deterministic conception 
resulted in the absolute denial of all indmoual “responsibility,* 
Every noble or ignoble deed, cvejy act, whether desendng of praise 
or blame, of reward or punishment, reflects neither credit nor dis- 
credit upon its author, for the individual can never be other Iban he 
actually is. 

There was all the more n-nson, then, why all religious influences, 
especially that of Cliristianity, should be excluded. |This contempt 
for religion explains why Owen found so little support in English 

‘ Edecr.t-ors is given & very prominent p’r.n* in Owen’e fwtra. end onre 
wc accept his phOofophy we realise what an in:f«c.r£r,nt p’.aoc it was realij 
' bound to havo. Ednc-.'icn was to make tr.cn, jtirt as beets f,nd taps cre 
mam-, Wert? it cot altogether !o-c:pi to cur p:mpooc :t werid 
to compart? h'ls cdacational ideals -srith those o? s* f.-.'Jin-d in 

EnUt. 

* •• Tire idea of rcsponrihility :* cne of the shwnrdr-t. and ha? done a gwst 
deal of bins,” (CciwAim o/ tae VTcrli, IS'S.) 
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society, svhich revolted against wlml appeared like jiynical at.heism,J_ 

although Owen himself was really a dcist.i^ 

I Economically, the doctrine of payment according ^ ) 

than capacity was to result in absolute equality.^ For why should 1 
higher intelligence, greater vigour or capacity for taldng pains 1) 
entitle a man to a greater rervard if it is all a question of environment 
Hence Owen’s associations were to be communal. 

We need not here detail the history of his experiments in colonisa- s 
tion. It is the usual story of failure and disappomted hopes. At ( 
last Owen himself was driven to the conclusion that his attempt 
to mould the environment which was to re-create society had proved 
unsuccessful. He renounced all his ambitions for building up a new 
. social order, and contented himself with an attempt to rid society as 
at present constituted of some of the more potent evils that were 
sapping its strength. And this brings us to his second essential idea, | - 
the abolition of profit. ~ g 

. ‘ i ■' 

2. The Abootion of Profit 

The first necessity, if the environment was ever to be changed, 
w as.to get rid of profi t. There was the essential evil, the original sin. 
Profit w, as the forbidden fruit which had compassed the downfall of 
man. and caused his c.vpulsion from the Garden of Eden. Its very 
definition conveyed an implication of injustice, for it was always 
defined ns whatever was over and above cost of production. Products I' ^ 
ought tq_bASold for what they cost ; the net price is the only just I 
price. Hut pr^ is notmerely an injustice, it is a perpetual menace. 
Economic crises resulting from over-production, or rather from under- ' 
consumption,* may always be traced back to an unhealthy derire 
for profit. The existence of profit makes it impossible for the worker 
to repurchase the product of his toil, and consequently to consume 
the equivalent of what he produced. Immediately it is completed 
the product is snatched up by a superior body which makes it 
inacccssibic either to the maker or to the men who could furnish an 
equivalent .amount of labour or who could offer as the price of 
acquiring it a value equal to that labour. 

The problem is to abolish this parasitism, and the first question 

hand, Oven had great iatlucnce with the worJnngclaK.'v^s.arid 
as ho attributed to the fact that, "freed from all religious prejudice, he •//«' 
ftblc to wk npon men and hnman natnro in general wiUi infinito chnrH-y, ntit\ 
m tlml light men no longer eeemed responsible for tbeir actionn.’* (Qifot<'d by 
MlSaas.) 

’ Like most of the eoononusta and setcialistK of that time, Ow( ti vp" 
much imprespod with the crisis of 1S16. 


Vf ♦ T 
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that suggests itself is' whether the ordiuar}- operation of competiticn, 
assumingat were altogether free and perfect, would be sufficient to 
get rid of it. The economists declare that it would, and the 
Hedonistic school makes bold to affirm that under a of perfect 

competition the rate of profit would fall to zero. But Owen believed 
nothing of the kind.^ He regarded competition and profit as in- 
separable, and if one was war the other was simply the spoils cf 
conflict 

.Accordingly some form of combination must be dcrised which 
will suppress profit together with “ all that gives rise to that in- 
ordinate desire for buj-ing in the cheapest market and selling in the 
dearest” But the instrument of profit is gold or money. Profits 
are always realised in the form of money.* Gold is an intermediary' 
in every act of exchange, and its intervention goes a long way 
towards explaining the anomaly of selling a commodity for more 
than cost price. The objective, then, must be money, and it must hr 
replaced by jabour notes, which will supply us with a measure cf 
value altogether superior'to money!, Seeing that labour is the cause 
and substance of value, it is only natural that it should afford us the 
best means of measuring value. It is quite obvious that ample 
homage is paid to the Ricardian theory of value, but ci/nclusions 
both novel and unproved are drawn from it. 

The producer who wishes to dispose of his produce will be given 


* On tbc other hned, there Ls this objection: 

Whenever pmfit fonr .5 s part of cost of prodoclion is is impo-^sibie to di'- 
tinguish it from interest. In that ccfc it tmo th'.t even perfect competisior. 
would not do away with profit, ffireo it will oniv reduce the price to the level oi 
cost cf production. In that care profit carmot l>e raid bo l>c cither or 

parasitic, for the product is fold exactly for what it cort. 

When profit does not enter into cort of production there is no por-^ibility cf 
coaforing it with interest. It h simply the diflerence between the rale price 
and the co'-t cf repheinr the article. In tl):? it is cc.-erdnly pamritic, nnd would 
disappear tinder ti rlgirif. of perfect- competition, wluch mn-l to some extent 
d,'?troy the monopoly up-on which such profit re.^ts. 

But the distinction between profit and intert^tt was rot Imown in Owen’* 
tune, and Owen would have fid that they arc both one, and that if profit 
oeenrionaih' claims a rhsn? in the coal of production with a view to d'-fyire 


competition it ha-s no riebt to any fuch refnee. 
consirt of nothinc hut the vnlne of labour r.nd 


for cost of production r.h'”.5’d 
the wear and i.e.ar of capita!. 


.A.cccrdirnly it o-ught to be cot rid of altopether. 

’ “ hfet-ailic rno.nev i.s the caufeof a rrca* de-i! of crim 
and it is on'' of the contributory cause? which tend to dc" 


e. irija'tire, and warn 
■troy chc.rr.cle-T ard to 


make IBe into s psr.drm.anium. 

“Tx:? rtcrct of profit is to buy ebt-ap and to reli dc.*.r in the of an 

trdCcial conception of wexlth wKcb neither erpmd.' sjs wtaltb prt-'='- 
contrsrta ** U ^mlrnshf*,” 
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labour notes in proportion to the number of hours which he has 
worked. In the same way the consumer who wishes to buy that 
product will be called upon to pay an equivalent number of labour 
notes, and so profit will be eliminated. 

The condemnation'of money was not new, but what was original 
was the discovery that labour notes could supply the place of money, 
a discovery wluch Owen considered “ more valuable than all the 
mines of Mexico and Peru.” It has truly been a wonderful mine, 
and has been freely exploited by almost every socialist But it 
hardly squares with Owen’s communistic ideal, wiiich aimed at 
giving to each according to his needs. The labour notes evidently 
imply payment according to the capacity of each. Besides, what is ■ 
the use of any system of exchange that is not to he employed for 
purposes of distribution ? ^ 

It remained to be seen whether this elimination of rhoney could 
actually be realised in practice. An experiment to that effect %vns 
tried in London w'ilh the establishment of the National EquiUiblc 
Labour Excljangc. This was the most interesting experiment in 
the whole movement, although Owen himself was not verj' proud of 
his connection witli it. It took the form of a co-operative society 
with a central depot where each member of the society could deposit 
the product of ins labour and dra%v the price of it in labour notes, 
the price depending upon the numher of hours of work the product 
had cost, which the member himself was allowed to state. These 
products, or goods as they were now called, marked with a figure 
which indicated the number of hours they had taken to produce, 
were nt the disposal of any member of the Exchange who wished to 
buy them. All that a member had to do was to pay the ticlietcd 
price in labour notes. And so every worker who had taken, .say, 
ten hours to make a pair of stockings was certain of being able to 
buy any other article which had also cost ten hours' labour. In Ihi.s 
fashion everyone got whatever his product had cost him, and every 
trace of profit automatically disappeared. The profit-maker, whether 
industrial or commercial or merely an intermediary, was effectively 
removed, because producers nttd consumers were brought into dircrl 

' Tiim cositr.wiiction did not creapo Owen. But we must not forget that 
ho regarded this merely as n compromise, nnd th.nt he toohrd forwnrd to k 
time when the cst.abtL'hitienl of o communistic na'ceiation rn!h n new environ- 
inent rvnald lead to a complete folution of the prohktn. He h jrm in the New 
H.armony colony by making pro rofn payment for the trorJ: done, hn! the object 

to .arrive pradu.ally at ti f:!«tc of complete equality -.rh-n;' no d-ftinction 
wa* to he made Itetvrecn tbo tervice rendered or tlio labour given— with the 
reeult that the cobmy wsi extinct in fix month*. 
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contact with one another, and so the prolilem was apparently 
solved.^ 

Xhe experinicnt, which had about the same measure of success 
as the attempts to establish a communal colony in America, did not 
last very long. The slightest acquaintance with the laws of value 
would have conidnced the reformer of the futility of his attempt. 
But it marks an important departure in the, Iiistory of economic 
doctrines as being the first of a long line of experiments designed to 
solve the same problem, but ivith very different methods. It is the same- 
idea that inspires Proudhon’s Bank and Solvay’s CornptahiUsme social. 

The particular mechanism wherewith the elimination of profit 
■was essayed is really of quite secondary importance. But the 
essential idea which lay behind the whole attempt — namely, the 
abolition of profit — is at least partly realised in that solid and useful 
institution which is now found all over the world, and which was 

* The Labour ErcLmgc, which ■was opened in September 1S32, at first enjoyed 
a slight measure of succcas. There xrcrc 810 members, and they even treat the 
Icngfh of establishing a few branches. Among the chief causes of the failure of 
the scheme the follotring may bo enumerated ; 

(a) The associates, being thcniHelves allo'n-cd to state the vslue of tbrir 
productc, naturally ciaggoratcd, and it became necessary to relievo them of a 
task which depended entirely upon tbeir honour, and to place the valuation in 
the hands of exports. But there experts, who were not at ol! versed in Owen’e 
philosophy, valncd the goods in money in tlio ordinary way, and then exprerred 
those values in labour notes at the rate of Cd. for every hour's work. It could 
hardly have b-eon done on any other plan. But it -was none the loi-s true that 
Owen’s system was in this way inverted, for instead of the lftl>our standard 
determining the selling value of the product, the moniy value of the product 
dclermint-d the value of the labour. 

[b) As soon as the society be-gan to attract member? who were not quite a? 
conscientious as those who first joined it, the Exchange wm flooded with goods 
that were really unsaleable. But for the notes n-ceived in exchange for these 
the authoritios would bo forced to give good.a which posso=-':ed « real v.alue, 
that is, good-! which had been honestly iniwhtd, and which coi.umnnd- d a g*sj>i 
price, with the result that in the long run there would be nothing left in the 
depot except worthices products. In short, the Exch.--.nge would be reduced to 
buyintr getod? -which cost more tLan they -were worth, and rolling goo<h that 
really cost itra than they "were -worth. 

Since the note* were not in any way registered, any one. whr-th''r a mtmlj^r 
of tbs cocictj or not, could buy and sell them in the erdina!".- ••••'ay and make «. 
handsome profit out of the transaction. Three hundred tridremen 

did this by ofiering to toko labour notes in payme.nt for mc-whandi.-'e. They 
pcon emptied tfco Eichangv, and when they saw that nothing valuable ■was left 
th-v Btopp-.-d taking the no!-',-?, and the trick was do.ne. 

M. D-.-ns- very aptly j-oinm out that ti;e Eichvoge wse really of not r.ueb 
ue“ to the wage-c.amcr. who -was cot even cHcwed to own what f.e had prmluc-'d. 
Th^re ia some doubt ofter all as to -whetber the sj-ftem would prove q-ude 
fuocesjful in Rbollihing the wage-cr-Tce.-*. 
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bequeathed to us by this experiment of Owen’s— the co-operative 
stores. Their first appearance dates from 1832, the year of the 
Bank of Exchange experiment, but it was not until ten years later 
that they assumed their present form os the outcome of the efforts 
of the Rochdale Pioneers. 

The co-operative retail societies have as their rule either to 
make no profits or to restore any profit that may accrue to their 
members in proportion to the amount of their purchases at the 
stores. In reality there is no profit, but simply a cancelling of, 
insurance against risks which has been shared in by nil the members. 
The process of elimination is strictly in accordance with Owen’s 
inclbod of putting producer and consumer in direct contact witli 
one another wdth a view to getting rid of the middleman. But the 
elimination of profit is accomplished wilbout'climinatihg money.* 
That close relation which Owen and a number of other socialists 
believed to exist between money and profit is purely imaginary. Wc 
know as a matter of fact that the highest profits arc to be got under 
the track system, in the African equatorial trade, for example, 
where guns are exchanged at five times their value for caoutchouc 
reckoned at a third of its value, representing n profit of 1500 per 
cent. The employment of money has brought such definiteness into 
the method of valuation that the rate of profit per unit on a yard 
of doth, say, has become almost infinitesimal. Such exactness of 
calculation would have been impossible under cither the track or 
the labour note syslcm. 

The co-operative association, wtb its system of no profits, will 
for ever remain as Owen’s most remarkable worlc, and his fame will 
for ever be linked with the growth of that movement. But he was 
hardly conscious of the important part which he w-os playing in the 
inauguration of the new movement. It is seldom that we meet 
with the word “ co-operation ” in his writings, although that is not 
a matter of any great consequence, because the term at lliat time 
had not the significaucc which it has to-day, being then simply 
synonymous with communism. Not only was Owen unwillinu to 
n.ssumc any parental responsibility for the co-operative society, his 
latest offspring, but he expressly refused to consid-r it as at all 
representative of his system. Shops of that description seemed to 
liim I'ttie better than philanthropic institutions, quite unworthy of 

’ Till'- tlocf not imply that cosisuir.fw’ oct^tion*. when they nre better 
nreenbi (i Btid iritli large central dejwte nl tlieir comm.-iad. wil! not 

taketij) thi' project oac<- ngain—thnl is, trill not try to dirpense with money in 
iheircommerrialirjtnrneljmwi. Tlieytrilloerijiinlylerepanere on tbst rmWem. 
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his great idcal.^ Before passing judgment upon him it is only Ivr 

i^^omher that since those early days the character of the cO' 
operative stores has been completely changed. He lived to see th? 
establishment of the Rochdale society, wth its tvrenty-cight pioneers, 
six of whom were ardent disciples of Owen himself, and two o! 
these, Charles Howarth and William Cooper, were the %'ery soul of 
that immortal association. But Owen was by thi? lime seventy- 
three years of age, and he scarceh- realised that a child had been 
bom to him. This somewhat late arrival was to perpetuate his 
name, and more than any of his other schemes was to save it from 
oblivion. 

Owen had founded no school, unless of course we consider that 
the co-operators are deserving of the title. There were, however, a 
few disciples who attempted to apply his theories. One of these was 
Wilh'am Thompson, whose writings, forgotten for many years, have 
recently come in for a good deal of extravagant praise. His principal 
work, yin Inguiry into the Principles of the DLslrihition of Jl’ealth, nss 
published in 1S2-}. As compared with Owen he reveals a greater 
depth of thought and shows a more thorough acquaintance with 
economic science, and he ought perhaps to be given premier place as 
the founder of sodalism. But, as we have pointed out in the - 
Preface, we cannot rcadju.st the judgment of hisloiy, and wc arc 
bound to accept the names which tradition has made .sacred. And 
if a person's rank in history is to be measured by his innurnec rather 
than his talent, then Thompson's influence was nit. for at the time 
his work seems to have passed almost unnoticed. 

Wc wdil only remark that Thompson’s grasp of the idcf» that 
labour docs not enjoy all it produces is much firmer than Owen's. 
This meant opening the way for a discussion of surplus value and 
unproductis'e labour, of which more anon. He agrees 'with Owen in 
thinking that expropriation would not remedy the evil, and he also 
would rather build up a new form of enterprise in which the worker 
would l>c able to retain for himself all the produce of his labour. 
This •was precisely the co-operative idea!.* 


' That ws.!* Holyoakc'f. view (Itifiory of Co-operdiu^n. ro’. i. p. 21. S i. "Dni, 
ftwordinp to t. pr.i-acc qaottd by Ik)ll6ac!, Owrn cont''mp’.A?cd mni.iec: ah 
apror.l to thr oo-operative sooieti'’* to come to iht of h:? Nsticns! Lihccf 


Kichsnw. 

> To tlw trorber?. b*- wret'- : 


wbele prodtjrt-' of yr 
cllrr diro-^ion c/ 


'^•Tir \s.\''OTr • 


yea twe to fujay yoer* 'me ft? 
Ton nothir.p reortj to d-*' tJiAn rimr’y to 
of wotbin’ for yen knos' not who.v, 
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II ; rT^H dn!E.S.EOTTinKR ,_g v:\‘ . 

OvvKN^raciical innuencc has'Be^much greater than Fourier’s, for 
most of the important socialistic movements of the last century can 
easily be traced back to Owen. But Fourier’s intellectual work, 
when taken as a whole, though more Utopian and less restrained 
in character than Owen’s, has a donsiderably 'rider outlook, and 
combines the keenest appreciation of the e'dls of civilisation with 
an almost uncanny power of divining the future.^ 

To some writers Fourier is simply a madman, and it is difficult 


not to acquiesce in the description when we recall the many extrava- 
gances that disfigure his work, which even his most faithful disciples 
can only explain by giving them some symbolic meaning of which 
wc may be certain Fourier would never have thought.* The term 
" bourgeois socialist ” seems to us to describe him fairly accurately, 
but its employment lays us open to the charge of using a term that 
he himself would never have recognised. But what arc wc to make 
of one who speaks of Owen’s communistic scheme as being so pitiable 
as to be hardly 'vorth refuting ; who “ shudders to think of the 
Saint-Simonians and of alt their monstrosities, especially their 
declamations against property and her^itary rights * — and all this 
in the nineteenth centurj*”; w’ho in Ids scheme of distribution 
scarcely drew any distinction between labour, capital, and business 
ability, five-twelfths of the product being given to labour, four- 
twelfths to capital (which is probably more than it gets to-day), and 
three-twelfths to management ; who outbid the most brazen-faced 
company promoter by offering a dividend of 30to8C per cent., or for 
those who preferred it n fixed interest of 8 per cent. -,* who held up 


’ Sc-o the lecture on I^s Pntjihilitx dt Fourier in Gidc’p Co-op'ralion. 

* It is hardly ncccwary, however, to credit him with a greater amount of 
e-sccntricity thnn he actually posrcs.sed, and 1 eciw this opportunity of refuting 
or.ee more n story told by mote than one eminent cconomirt, attributing to him 
the slntcmcnt thn.t the members of the I’lwhsti'-tire would nil Ijc endowed with n 
tall with an eye at the end of it. The c.iricjturists of the period— “ Clism,” for 
exnwplc— reprctenl them in that fashion. The legend doubtless grew out of the 
following prj:<.igc from h's work.-:, which is fantastic enough, ns cverybodr will 
Rdrnif. After pointing ont tliat tbe inlnbitants o! other planets have severs! 
limbe which wc do not po-^ser-:, he proceeds : •’ Tlicrc is one limb especially which 
we h.avc not. and which pocpcsyea (ho follo-annc very useful cbaracteristies. It 
nets a-! a rupi ort against tailing, it is n power! ol means of defence, a puperb 
ornament of gigantic force and wonderful dexterity, and gives a finiph ae well 
a-: lending snjipr.rt to cvtrj' bodily movement.'' (f'aufst Indnttri'^ vol, ii, p 5 ) 

• AVae.rau Monde ind-Jftritl, p. 'JT.’l. * ’ ‘ ’ 

-lanuary 23. 1S3I, quoted by Pclbric, Tit dt Fouria 

11 «nj, l.aJOl. 
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< inheritance a s,pnc of 

I by the Phalaast^rc : and wh o %ali v.d cclarcd J hn tintf^UEl'a v 

" of %rc-ai th__and “ even poverty are of divine ordination , and conn?’ 
t must for ever remain, si nceeverythmg that God has ordained 

ys just ^ it ou ght to_be ” ? ^ 

To tiic men of his time, and to even- one v-ho h^as not read hinx 
vhich means practically evcrj’hody, Fourier .appears as sn ultrs- 
sodaiist or communist That opinion is founded’ not so ranch 
lipdirOic extrar-agance of his view or the hyperbolical character of 
his \VTiting fis upon the popular conception of the Fhalancterc, which 
was the name bestowed upon the new association he was goin" to 
create. Visions of a strange, bewildering city where the honour of 
women as well as the owmership of good? would be held as common 
property are conjured up at the mention of that word. Our 
exposition of his system must obviously begin with an examination 
of the Phalanslere, upon the understanding of which tverylhing 
/inis. 


'l. The PnAiASSTF.ny. . 

.A.S a matter of fact nothing could be more peaceful than the 
prospect which the Phalansterc presents to our \icw. Anything 
more closely resembling Owen’s New Harmony or Cabot’s Icaria or 
Campanclla’s Civitas Solis or More’s Utopia would be dinicult to 
imagine. Externally it loots for all the world like a grand hotel — 6 
Palace Hotel on a gigantic scale with 1500 persons ir?j prnsion. One 
is instinctively reminded of those familiar structures which have 
lately become such a feature of all summer and wnntcr ra^^orts, con- 
taining nil manner of rooms and apartments, concert halls and 
lecture rooms, etc. .All of this is described by Fourier with the 
minuff'St dcLail. No restrictions would be placed upon ;>.di\idu.a l 
liberty. Anyone so clioosing could have a suite of rooms for hinn cif, 
and’ciijoy his meals in the privacy of his own room — that is, if he 
preferred it to the iahlc d'hoic. Hotel life is generally open only 
to the few. Tiu- Pbalnnst^re would have rooms and Jrjbles— 
•all prices to suit all five classes of societ y, w ith a free Lablc in 
alkiitian. 

A numlicr of people living under the same roof and ca'in" at th.e 
same table, anti ado]>ting ibis as their normal everyday meihexi of 
living, sums up the dement of communism which the scheme con- 

» Mor.it fndwinVi. p. 2C. For fartr.’^r d'-t* t'.r rX-nfin 

with ir.lsrodutrtioo by Cfc-Jwfrs G:dt, a-ud HTst><'r’ , Ivoetpa * b;jt Tw.a.ci" 

on Foaritr. 
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Laincd. And Uie question is naturally asked, Why should Fouriei 
attach such supreme importance to this mode of existence S3 to make 
it the siiie qua non of his whole system and the key to any solution 
of the problem ? The answer lies in the conviction, which he fully 
shared with Owen, tha t no solution is p ossible until. thc_ gnvironmcn t 1 
is changed, and so changed that an entirely new type of man will { 
^ult from J tr 

~~^ ^Econqm'icnllv. o f course, life under the same roof can oiler to the 
consumer the maximum oLcQmfort nLRjniDiinu m of cost. Cooking, 
heating, lighting, etc., would under such conditions he cheaper and 
more efficient, and all th e worries and anxieties of indi\ddtinl housc- 
kccping-Koiild -he-swepLasideJit 

Socially a common life of this kind would gradually teach different 
persons to appreciate one another. S 5 ’’mpathy wou ld take the place 
of mutual antipathy, [which under the present rigime, as Fourier 
cIoqucnlTy^cmafks, shows an “ ascending scale of hatred 'and a 
descending scale of contempt.” Besides, the multiplicity of relations 
and interests, and even of intrigues, which would occasionally 
enliven this little world would at any rate make life more in- 
tej^stidg.— 

On this double scries of advantages Fourier is quite incxliausliblc. 
He reckons up the economies with the painstaking care of an old 
clerk, and boasts the superiority of the lahlc d'hCle over the family 
meal with the enthusiasm of an old bachelor. The social and moral 
advantages sccni somewhat more doubtful. It is not very obvious 
that contact with the rich would make the poor more polished or 
amicable, nor is it veiy' clear that cither would be much happier for 
it. Fourier’s Utopia is alrc.ady in operation in the United Slates, 
where, owing to the increase in the cost of living, the economic 
advantages of a communal life are more fully taken advantage of. 
Not only arc there a great number of bachelors liring at the clubs, 
but young coujilos have recently made a practice of baking up 
their abode at the hotels. They arc alrc.ady on the way to the 
rhalansl6rc. 

This shows that Fourier W’as considerably in advance of his time, 
and those who hold that doctrines, after all, arc always suggested 
by facts would find it tlilficull to liiscovrr anything pointing towards 
such communal experiments; in the earlier part of the nineteenth 
eentury. 

j Tlis solution of the servant problem, which is becoming more 

Wlifncult every day, is one Uiat is likely to be adopted in the 
near future. Ills suggestion was the substitution of collective for 
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individual services as being more ccnripatiblc v-itb human dignilr 
and independence, and tlic development, of ir!dt!>;tr:al rather \han 
domestic production. 'I’liis has already taken place in the case of 
bread-making and laundry work, and there are sign.-: of its e.xtensior. 
to house-sweeping (by means of the vacuum de.antr), carpet- 
cleaning, etc. A further extension to the art of cookii>g may also be 
expected.^ 




1 ' 

2. lyxEGRAL Co-opmATTOs ' 

"Careful scrutiny of the internal arrangements of the Phnlansf^re 


shows it to be something other than an ordinary hotel after all It 
may perhaps be regarded as a kind of co-op erative hotel, belonging 
to an association and accommodating members of that association 
only. Tt is much-more thoroughgoing than the ordinarv* co-opera- 
tive society, which is just content to buy commodities as an associa- 
tion without making ans' real attempt to practise communism, 
except in those rare cases where a co-operative restaurant is set up 
alongside of a co-operative warehouse. 

The “-Phalange,” not content to remain a mere consumers’ 
association, was to attempt production as well. Around the hotel 
was to be an area of 400 acres, with farm buildinew a nd industriaL 
e stahUshme nt s th .at_we.r e to supply ,! he n ecds,of..th.c i nmates. The | 
PhaLonge was to bo a small self-sufTicinu w orld,- a microcosm j 
producing cvf:rythin g..,it. consimicd^-niid- Ton^niming — n s.Jar-asJ t > 
co^}dr=allJ4jgro^ucc<L. Occa.sionally, no doubt, there would be Y 
occasional surpluses or some needs would remain unsatisfied, and 
then recourse would be had to exchange with other Phalanges. 
livery Phalange was to be c.sl.ablisbt'd a.s a kind of joint-stock com- - 


pany. Private property was not to be extinguished altogether, btit 
to be transformed into the holJing of slock — a transformation of a 
capitali-slic rather than of a socialistic mature, M, de Molmari sLatrs 
that the future will v.dtncss the almost universal application of the 
joint-stock principle, and he for one ^yould welcome its c.xtcn:-ion, 
Fourier has forc-stailcd his prophecy by three-quarters of a century, 


with an insiclit that is truly rcmnrlmble for the time in whieh ht 
wrote, for joint-stock undertakings were then exceedingly mre. lie 
enumerates the many ndvant-nges which would result from .such a 


' ft IP to po-r.l out ih'.t Fo'-us'-r's iogr-ptior-s for a solvJh,a c’ !l- 

dorae'tic servant prohlen-; .-.rt* rt.-.Hy cot quite ?o defiaite m we hare riven tl* 
n-.vd'-,'-to uadi- r= Land ia the text. They are mixed up with « rnmUr cl 
i.dco.5 of ft more or le« !ants?tic deSent.-tiftn. hut very tvTZf-'.iKx newr- 
Tids i« crperi.'.lly tree of the ytiggwtion to trar.--ferm dotn'-stic r-rrritt 
t _ t. -.Ut- r-r^tidfoti, — f<r. idea that t.» worth thinking aloul. 
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transformation in the nature of property, and he roundly declares 
that “ a share in such concerns is really more valuable than any 

gmountof lancl jvLJiQncXu'^ _ 

How were the extravagant dividends w hich he promised when 
propounding his scheme to be paid out ? The usual method in 
financial and commercial transactions is to distribute them accordjns. 


to the holding of each individual. But such was not^ be his plan. 

— — V. - _ . .... 


Capital was to have a third^f the profits, labour fivWwelfths, and 


ability three-twelfths."^* Ability,” which signifies the w'ork of 




\ 


mnnagCrnent, was to devolve upon those individuals who were chosen 
by the society and were considered best fitted for the work. Fourier 
never realised that there was a possibility of the wrong man being 
chosen. He had no experience of universal suffrage, and he believed 
that within such a tiny group the election would be perfectly 'bona' 
fide. 

Associations known as Phalanges have actually been established 
in Paris, and to some extent at any rate they have realised the ideal 
as outlined by Fourier. The profits are divided in almost strict 
accordance with Fourier’s formula,* and in order to emphasise their 
descent from him the members have caused a statue to be raised to 
his mcmor3’' in their quarter of the town — the Boulevard de Clichy. 

Not content with gi\'ing us an outline of a co-operative produc- 
tive society, Fourier has also left us an admirably concise statement 
of the problem that faces modern society. ‘‘ The first problem foi 
the economist to solve,” says he, ‘‘ is to' discover some way o f trans- 
forming the wage-earner into a co-operative 'nwnnr.V * 

The necessity for such transformation consists in the fact that 
this is the onlj' way of making labour at once' attractive an d pro- 
ductive, for “the sense of property is still the strongest lever in 
civilised society.” * “ The poor indi^ddual in Harmony who only 
possesses a portion of a share, say a twentieth, is a part proprietor 
of the whole concern. He can speak of our land, our palaces and 
rasllc.s, our foresLs and factories, for all of them belong partly to 
him.” * ‘‘fircnce the role of capitalist and proprietor are synony- 
moils in Hhnnonv.\” * 


-•I 


« Wo were thinking Mj^ciony of aasocifttions like that of the painters under the 
leadership pf JL JJuhron, where distribnlion if as folJowB: labour, 50 per cent, 
capital 27 per cent., administration 12 per cent 
* Atfiyciaiion doTncsii'jue, rob i, p. 4C0. 

•fbxd., p. 4m. Note th.at Fourier enye that this oalv applies to ciTiliscd 
eowtica. For those who live in the future Tlnrniony city there will be other 


and more powerful motives. 

* (Jnftf uniiYrrfllf, vol. ili, p. 517 . 
JLb. 


* Hid., p. 457. 
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The worker wiU draw his share of the profits not merely as t 
»<orkcr. but also as a capitalist who is a shareholder in the corjccm, 
® mem ber of . the directorate, in which every shareholder lias 
j^jioice.^ •nie administration of the business wHl form a part of his 
responsibilities. It is just what we are accustomed to call co~ 
will, moreos’er, partidpate in the privileges and 
management of the Phalange as a member of a consumers’ association. 

All this seems very complicated, but it was a part of Fourier’s 
policy to transmute the divergent interests of cap itaHsts. workers.. 
\ consumers by gi^ang to each individual a sliare in these con- 
\ ffict ing_inte restsA Under existing coh3itions"tFey arc in conflict 
\with one another simply because they are focused in different 
jndidduals. Were they to be united in the same person the confllcf 
would ccn,se, or at any rate the battleground would be shifted to the 
consdcnce of each individual, where reconrih'ation would not be 
quite such a difficult matter. 

A programme which aims, not at the abolition of projrerty, but 
at the e xtinc tion m the wacc-camer bv giving him the right of 
holding propcrt 3 ’'onTh^oint-stock prindplc, which looks to succeed, 
not by advocating class war. but by fostering co-operation of cajiiUl 
with labour and managing ability, and attempts to reconcile the 
conflicting interests of capitalist and worker, of producer and 
con.sumer, debtor and creditor, by welding those interests together 
in one and the same person, is by no means commonplace. Such 
was the ideal of the French working cla.sses until .Marxian eolleclivi.sm 
* The rysicas of integral a/sociation profioscd by FcaHcr, iaelnding both 
co-owrative prodection and co-opiratiTe di'triba'Joc, will be belter cnderrlood 
if wo look at the facts of the present ctealicru 

On the one hand we Lave eo-op:ratirc c-rsocistion-s of prodoeers who arc not 
piirticnlnrlyanxios; that lr;eir prodnefFfihotild b- dMriboted among th'-mwltr-' ; 
they fijnsply produce the goods with a view to rolling them and irsbir.g a profa 
ont of the tran'.wtion. On the other hand, the dbtribntingfoeietiw nrr.ply aim 
tit giring their memlor? certain adrar.tngc?. pneh -v chenpor gocd», bnt thsy 
ta.nke no attempt to prodne? the good? wtiich they nes-d. 

In coun’.ric." wii-rv eo-op:ral!Te rocielif.*' are prcijorly orr-.ni^ed. they 
are in England, for cxunpl?, many of these ronctiefi have ond-rtake n !o prodne-r 
at I'sst n. pvrt of wh\t they eonseme. and rome of them h-sve even acenirfd 
rmall eet.-.l/--.*: for the pnrpo-"e ; bnt only a small proportion of lb'* ernplnyeor are 
tnemb'r?- cf the soriet:''^. with the rofolt th.st their podticn b not very dlfTrrtnt 
from that of other working men. One cndrrrUind? the difnenlly c! gronpir.g 
p^ple in thi? way. Bat if the amcciatioms are to live it i* sb'olutelr r.eeef?,vry 
that they gboald prodac* what they rc-qtdre nnder condilionr that are mere 
faronrs-ble than thereof ordinary s^crerr; in a word, that theyrhcnld U 
able to create b kind cf new economic enrironm-nt. 

Even in the colcrirw ora do».-3 not find mwiy initanoe* of ingorons tasociaurr-T 
of tH» Idnd- 
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took its place, and it is quite possible that its deposition may be 
only temporary after alt The programme vrhich the Hndical'Q ^^ 
f ^neinlist.s s ?,'ear nllcgiancc to, and whicli they set against the purely 
socialistic programme, js the maintenance and extension of private 
property and the abolition of the wage-earner. By taking this 
attitude they are unconsciously following in the wake of Fourier.’ 


8. Back TP -THE Lanu 

' The title at the head of tliis section is to-day adopted as a motto' 
by several social schools. It also figured in Fourier’s programme 
long ago. Fourier, however, employed the phrase in a double sense. 

In the first place, he thought that there must be a di.spcrsion of 
the big cities and a spreading out of their inhabitants in Phalanst^res, 
which would simply mean moderate-sized vilLagcs with a popula- 
' lion of IGOO people, or 400 families. Great care was to be exercised 
in choosing a suitable site. Wherever possible the village was to 
be placed on the bank of a beautiful river, with hills surrounding 
it, the slopes of wWch would 3ricld to cultivation, the whole area 
being flanked by a deep forest. It was not, ns some one has remarked, 
intended as an Arcadia for better-class clerics.* It wa.s simply an 
anticipation of the garden cities which disciples of Ru.skin and Morris 
are building all over England. Thasc arc designed, as we know, not 
merely with a sdew to promoting health and an appreciation of beauty, 
but also to encouraging the amenities of life aiid to soUdng the 
question of housing by counteracting the high rental of urban land. 

In the second place, industrial work of every’ description, factory 
and machine production of every’ kind, were to be reduced to the 
indispensable nnninuim — a condition that was absolutely necessary 
if the first reform was ever to become practicable. Contrary to 
what might have been expected, Fourier felt no antipathy towards 
capitalism, but entertained the grcalast contempt for induslri.alism, 
which is hardly the same thing.* A return to the land, if it was to 
mean anything at all, was to mean more agriculture. But care 
must be taken not to interpret it in the old sense of tillage or the 
cultivation of cereals. It was in no measured tenns that he spoke 

’ Co-fwrtnorphip os outlined by M. 13ri.%nd w to-dny an item in the progrsmm# 
ot ehn Radical Democratic party. Sea Ixt Adior.* du rmtoa,by M. AntonelU, 

• 51. I'nguel, Jiettie dtjs JDctix MovAct, Augnnl 1, IgOG. 

* " Industrialism k the latest ecicnlificillnsion.” (puotre .bVjfe-r.ea//, p. Pg.) 
We most al’o draw attention to hi? fingco^lion lor co-operatire bank?, where 

ftcriculforistfi could brinp their harrtst and obtain money in esehasye for it a 

rough inode! of tljo agricultural credit b.-.ni<-. Rut U only ix-gatded liih r.ji » 
ttep towiards the Pha!,-mst«re 
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of the cultivation of corn and the prodviction of bread, vrhich haa 
caused manUnd to bend under the cruellest yohe and for the coarsest 
nourishment that histor>' knows. The only attractive forms of 
cultivation, in liis opinion, were horticulture and arboriculture, apple- 
grooving, etc., joined, perhaps, with poultry-keeping and such occupa- 
tions as generally fall to the lot of the small-holder.i The inhabitant 
of the Phalanst^re would be employed almost exclusively in looking 
after his garden, just ns Adam was before the Fall and Candide 
- after his misfortunes. 

4, Atthactive Labour 

The attractiveness of labour was made the pivot of Fourier’s 
system. ^Vfaerever. we like to look, whether in the direction of 
so-called civilised societies or towards barbarian or scr'vilc com- 
munities, labour is ever^-where regarded as a curse. There is no 
reason why it should be, and in the society of the future it certainly 
will not be, for men will then labour not because they are constrained^ 
to either by force or by the pressure of need or the allurement of 
self-interest, Fourier’s ideal was a social State in which men would 
no longer be forced to work, whether from the necessity of earning 
their daily bread or from a desire for gain or from a sense of .social 
or religious duty. Ilis ambition was to see men wo rk for the .merg— 
love of work, hastening to their tok as they do to a gala. Why 
sKould not labour become ^ay, and why siroiild~noriBc saihe degree 
of enthusiasm be shon-n for work as is shown by youth in the 
pur. suit of sport ? * 

Fourier thinks this would be possible if everyone were certain 
that he would get a minimum of subsistence by his work. Labour 
would lose all its coercive features, and would be regarded simply 
as an opportunity for exercising certain facuUics, provided sulBcient 

‘ The kinds of labour which Fourier selects as ezarrsplrs arc alwap connected 
«ith fruit-growing — chenr orchards, pear orchards, etc. Fruit nnd flor-rr?! 
have 6 very important place in his writings. He ecems to have anticipated the 
(ruit-growing rancher of California. 

Without stopping to cx-amino some of the more solid rr asons — which unfor- 
tanalcly arc buried beneath a gre.at deal of rubbish— why fruit-growing should 
take the place of agriculture, wc mnst just recall the carious fact that he was 
slw&ya emphasising the superiority of sugar and prtserTM ovr-r bre.ad. and 
pointed to the ‘‘divine instinct " by which children arc enabled to diseoTtr 
th!,<i. Tiic BuggaVvian was ridiculed et tfis time, but is to-day confirmed by 
some of the mast eminent doctors rod teachers of hyir.'-ne. 

* It is interesting to contrast this view with BScherV, who thinks th.at the 
crolatioa of industry simply icc.-eascs ita irksomenes.*. A ecncei-tion of regr«J- 
tire or spiral evolution might reconcile tfc* two viewi. 
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liberty were given everyone to choose that kind of work which 
suited him best, and provided also the labour were suOicicntly 
diversified in character to stimulate imagination and were carried 
on in an atmosphere of joy anti beauty. The sole object of the 
Phalanstdre, as we have already seen, was to make labour more 
attractive by creating a new kind of social life in which production 
as well as distribution would be on a co-operative basis and horti- 
culture would take the place of agriculture. But Fourier was not 
content to stop at that, and he proceeds to show the importance of 
combining different kinds of employment. Some of his suggestions 
arc very ingenious ; others, on the other hand, are equally puerile. 
The most notable of these is his proposal to bring indiriduals together 
into what he calls groups and series. A person would be allowed to 
join tliesc groups according to his own individual preferences, and 
ns it wojuld not involve his spending his whole life in r,ny one of them, 
be would be free to “ flit ” from one to the other. 

But it is about time we took leave of our guide. IVc cannot 
pretend to follow the twists and turns of his labyrin thine psychology, 
with its dozen passions, of which the three fundamental ones arc 
the desire X 2 £.?iiongc,-foi:-ordcr,-aDd.for„sccrccy_;. nor can we bring 
oursclvci^ to accept his theodicy, nor his views on climatic and cosmo- 
gonic evolution, which was some day to result in swcclcning the waters 
of the ocean, in melting the polar glaciers, in giving birth to new 
animals, and in putting us in communication with other planets. 
Vet even this muddy torrent is not without some grain of gold in it. 

Take the question of education, for example, which holds n very 
prominent place in his wirings. Old bachelor that he was, he never 
cared very much for children, but he ncvcrlhcless foreshadowed the de- 
velopment of modem education on several hnportaul points. Frocbcl, 
who conceived tijc idea of the kindergarten (1837), was among his 
disciples.* 

Ilis teaching on the sex question bears all the marks of lax 
nioralitj', and indicates tljc fallacy of thinking that unlmlncd 
passions and instincts can be mor.aliy juslificd.’ Ilis extreme viens 

• l^t XLn not forget his PtUia llvriUi, ■^ lucb con.^ifted d grcoiv: c-f who 

unclertook the gvrrcping of public pr.lli’. tlio jurreillsnee of public jrardea.*, riOd 
the protection of anfmat.s. The ides was very much ridicaled at the time, bet 
B rmitil'cr of riuiilsr orgAnifstions, eseb vriib its bsdge and bsaatr, were receatiy 
in-'ituted by Colonel \V(,ring in tbe city of Xcw Yoria 

* “ Jly tlieory is that every passion given by nature should b'- ivllowtd tbs 
fullest scope. Th.at is the key to my whole syrtem. Society rerjuire- tbs foil 
eictcise of all the faculUes given us by God." 
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on tliis question, vrhich even go beyond the advocacy of ftrce onion 
have contributed a great deal to the do\^’nfaU of Fourierism. Pau! 
Janet remarlis somevhere that the socialists have not been, ven’ 
happy in their treatment of the ^oman question, and frc have already 
shown how this weakness led to the downfall of Saint-Simonism. 
But even on this subject Fourier has penned a few pithy sentences, 

^ “ As a general rule," he says, “ it may be said that true soda) 

) progress is always accompanied by the fuller emandpalion of 
^ woman, and there is no more certain evidence of decadence than the 
I gradual servility of women. Other events undoubtedly influence 
Lpolitical movements, but there is no other cause that begets social 
progress or sodal decline with the same rapidity as a change in the 
status of women.” ^ Unfortunately his feminism was not so much 
inspired by respect for the dignity of woman as by his hatred of 
family life, and the liberty wliich he thought to be the true test of 
progress was generally nothing better than free lovc .^ 

The anti-militarists have good claim to reg-ard him as a fore- 
runner. Speaking of present-day society, he said that “ it consists * 
of a minority of armed slaves who hold dominion over a majority 
of disarmed.” 

It was not Fourier’s intention to introduce men into the world 


of Harmony at one stroke. lie thought that as an indispensable 
preliminary’ they’ should go through a stage of transition whicli he 
calls Gnravdisine, where each one would be given a minimum of 
subsistence, security, and comfort — ^iu short, everything that i* 
considered necessary by the advocates of working-class reform. 

Fourierism never enjoyed the prestige and never exercised the 
influence whi^i Saint -Simonism ,. did, but its aetioa, though less 
startling, and confined as it was to a narrower sphere, has not been 
less durable. Nothing has been heard of Saint-Simonism these last 
fifty years, but there is still a Phainnstire school. It is not very 
numerous, pcrlmps, if we arc only to reckon those who formally 
adhere to the doctrine, but if we take into consideration the co- 
operative movement, as we ought at least to some extent, it is seta 
to be very* powerful still. For a long time Fourier's ide.as wer« 
scouted by everybody’, but during the last fifteen years much more 
sympathetic attention has been given them.* 

Among his disciples Ib.erc are at any rate two ’.vho deserve 


1 Q’aaSrr .tfc-ii’ei'i'e.'jr. p. IW. 

’ .-«e, for esscipl'', f.nch wr.rl;- a - Zo!s‘? Towsd, sod VEr.-rn-.i in 

Tjriit- MsdeJ! .*10 eSATnpti* of { t-' reaf ra! ehso;-^ i,-; ir.-' Soe*- r,f 'I;-: 
r: V.' refer to Paul I.oroy-Bevjfirj> latest wril-aw. irt whirh Iw sprsb of iV/aoVr 
fi« * " Rtalt! tliiniia-.” 
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cpecial mention. V ictor Condficrant. o ne of the strongest advo- 
cates of Fourierism, has left us the best exposition of' the 
doctrine that we have, in his book Doctrive socinle Like 

Owen, he experimented in American colonisatio n,^ and giiined a 
measure of notoriety in_Uie Tlcvolution of 1848 byj nsistin g upon 
the right to wortr 7BiZn_.neccssai:v"^cornp ensation f or _the loss ^ 
property. j__ 

' An drT'Godj n. left a monument more permanent than booln;, in 
the famous Familist6re_wluch was founded by him. It consists of 
an cstablisinnermor the manufacture of heating apparatus at 
Guise, , run entirely on co-partnership lines, the profits being dis- 
tributed in accordance with the rules of the master.* It is not a 
new co-operative society of the humdrum kind, however. Close to 
Ihe works,. right in the middle oTn^bcauTITul park, arc one or two 
huge blocks which contain the “ flats” where the co-partners live, 
as well as .schools, creches, a^ theatre, and a co-operative. stores. But 
dc.spitc its fame, and notwithstanding the fact that it has become a 
kind of rendezvous f or co-operators all the world over, there is 
nothing very attractive about it, and if one w.mts to get a good idea 
of what a real Phalonstdrc is lik ejt is better to visit cither Boumvillc 
or Port Sunlight, or Agncla Park in Ho lland, " 


III ; LOmS BLANC 

It is not the most original work that always attracts most attention. 
Stuart Mill, -writing of Saint-Si moni-sm and Fourierism, claims that 
“ they may justly be counted amont; the* most remarkable produc- 
tions., of tlie_past and present .aged f To apply sucIj terms to the 
writings of Louis Blanc would be entirely out of place. His pre- 
decessors’ works, despite a certain mediocrity, are redeemed by 
occ.asion,al remarks of great penetration ; but there is none of that 
in Imuis Blanc's. Moreover, his treatment is verv* slight, the whole 
cx]>osition occupying about as much space as an ordinary* resiew 

‘ It in no port of onr twk to relate the etorj- of the Foverat colcajc# fomd-'d 
either by (li'dplcti of Fourier or of Owea Ex{K'rim''ntB of thin kind rrere fr.iriy 
penenU in the United SUtc.s l)el«-een 1811 end 185-1, tehen no l''.«-i Ihsn forty 
wloniee u'cro founded. ISroui: which is the bcft Isne-m of these, meltidMi 

e-tnonr: its members somo of the most cmiacat Amerienns — Ghr.nnlon and TI.vj' 
thome, for example— but non'' ol the meats i.W'd Terr long. 

Simitar at temp! ■! have l> an mail- in France n*. n still mere r'C'-nt w ricxl. Tl ■- 
one hi Cond-'-rur-Vc.'gTis. near P.aTnlveuillet, where n few faitldnl dveipV* t.' 
Fourier has'c come torr thee, is still nourishing. 

* Pound'd in 18$0, it only became a co-partr.'-rrhip in 18^5, the vrar t! 
Codin’* death. 
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article.* And there is no evidence of exceptional originality, for Ih* 
sources of its inspiration must be sought elscTthcre — ^in the '^iritings 
of Saint-Simon, of Fourier, of Sismondi, and of Buonarotli, one o{ 
the survivors of the Babeuf conspiracy,* and in the democratic 
doctrines of 1793, In short, Blanc vras content to cive a convenient 
e xposition of such socialistic ideas as the public had become 
accustom ed to since th e Restorat^ . 

Nevertheless, no sooner was tbeOrgamsaiton du Travail published 
in 1841 than it vras read and discussed by almost everybody. Severel 
editions followed one another in rapid succession. The title, which 
is borrowed from the Saint-Simonians, supplied one of those popular 
formulje which conveniently summed up the grievances of the 
working classes in 184S, and during the February Revolution Louis 
Blanc came to be regarded as the best qualified exponent of th* 
\news of the_n iDlct.nrint Even for a long time after 1848 the work 
was considered to be the most characteristic specimen of French 
socialistic writing. 

Its success was in a measure due to the circumstances of the 
period. The brevity of the book and the directness of the exposition 
made the discussion of the theme a comparatively easy matter. 
The personal notoriety of the author also had a great deal to do with 
the jntcre.st which his work aroused. During the short career of the 
July monarchy, Blanc, both in the press and on Uic platform, had 
found himself one of the most vaii.ant .supporters of the advanced 
democratic sring. Uis Hisloirede D!x Ans gave him some standing 
as a historian- Later on the role which he played as a member of 
the Provisional Govemmctil of 1S4S, and afterwards at the inangum- 
tionof the Third Republic, contributed to his fame as a public man. 
And, last of all, his unfortunate experience in connection with the 
failure of the national workshops, for which he was unjustly blamed, 
added to the interest which the public took in liim. 

.All this, however, would not justify his inclusion in our histon.’ 
were it not for other reason? which give to the Organisation dn 
Travail sometliing more than a mere passing intcre.st. 

In no other work is the opposition between competition and 
association so trench.anlly staled. Eveiy economic evil, if wc are 
to belie VC Bl.anc, is the outcome of competition. Competition nffordi 
an explanation of poverty and of moral degradation, of the growth of 


» ^ in.it irr o’, f".ct it tiry t appeal sd ss nn s-rtic’.*- in tb'" 

‘ Bnan-axciti w.v, the author of ha C.-wpirtUser. pi-ar 
rtaWl'bj'd in Little notice ws." tatwn of th.’* votni 

wie ssacb di»caw-^d in d-*n;c«mtie circic*. 
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crime and the prevalence of prostitution, of industrial crises and 
international feuds. “ In the first place," writes Blanc, “ wc shall 
show how competition means extermination for the proletariat, and 
in the second place how it spells pov’crty and ruin for the bourgeomr.'" ’ 
The proof spreads itself out over the whole work, and is based upon 
varied examples gleaned from newspapers and ofRcial inquiries, 
from economic trenlises and Government statistics, as well as from 
personal observations carried on bj' Blanc himself. No effort i.s 
spared to make the most disagreeable facts contribute of their 
testimony. Everything is arranged with a ^^cw to one aim — the 
condemnation of competition. Only one conclusion seems possible : 
“ If you want to get rid of the terrible effects of competition you 
must remove it root and branch and begin to build anew, with 
association ns the foundation of your social life." 

Louis Blanc thus belonged to that group of socialists who thought 
that voluntary associations would satisfy all the needs of society. 
But he thinlcs of association in a somewhat different fashion from 
his predecessors. He dreams neither of New Harmony nor of a 
Phalanst^rc. Neither docs he conceive of the economic world of the 
future as a scries of groups, each of which forms a complete society 
in itself. Fourier’s integral co-operation, where the Fhalanstirc was 
to supply nil the needs of its members, is ignored altogether. His 
nronosa l is a social workshop, w hich simply means a co-operative 
producers’ society. The social w orkshq p__wns, i nte nde d sim ply tO| 
com bine members of the .same trade , and is distinguished from tK c 
ordinary work sho p bv bcinp m ore democratic and cqualitarian. 
Unlike Fourierism, it docs not, contain within itself all aspects ofj 
economic life. By no means self-contained, it merely undcrt.akcs 
the production of some economic good, which other folk arc expected 
to buy in the ordinary way. Ijouis Blanc’s is simply the commonest 
tj'pc of co-oporativc society.* The schemes of both Owen and 
Fourier w-erc much more nmhilious, and attempted to apply the 
principle of co-opemlion to consumption as well as to production. 

Nor was the idea altogether a new one. A Saint-Simonian of the 

' Orp:sn!iilwn dti TTaitzil, fitli ed. (ISIS), p, 77. 

• We rtfer to it nr. ibe cojnroor.f.-t typo t>i.-onu5o in the prcviocs frciica 
wc liave sliovm lli.it olbor co-op'radre focirUV;- cxi-'t, inch r.s Trr.nH, for 
cintnplr, which cWms to bo modi, tied upon Foarier'e scheme, esptciisllv in the 
ro.‘vt;er of borrowed wpiUl. But the u-n.il typ; is ntTitir.!/ d to the Cn-.n-ibrc 
co.'i'ultstivc dej! A'-'^oci.-itions do 1‘ovluction. Article 1] o' it/ rrrrtle'.ic-i* 
reads ns follows : " No one will be r-llowod to Iv^cotr.e n »nt/crit<rr who i^ r.' t « 
worker in fom.e branch of production or ottwr." P'-t. she volume put.hit.ed ht 
the OiBce du Travail in UttS, Lee AmrfcJfni/ Ouiri'fe/ <fc /’re-focliVn. 
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name of Buehez had already in 1831 ^ made a similar proposal, but 
it met- With little success. Worlcers in the same trade — -carpenters, 
masons, shoemakers, or "whatnot — rrere advised to combine together, 
to thro-w their tools into the common lot, and to distnbnte among 
themselves the profits which had hitherto gone to the erUreprenerur. 
A fifth of the an n ual profits was to be laid aside to build up a 
“ perpetual inalienable reserve,” which would thus grow regul^lv 
every year. “Without some such fund,” says Buchez” with 
an unerring instinct for the future, “ association wil] become 
little better than other commerdal undertakings. It will prove 
beneficial to the founders only, and wiU ban everyone who is not 
an original shareholder, for those who had a share in the concern 
at the beginning will employ their privileges in exploiting others.” * 
Such is the destiny that awaits more than one co-operative sodety, 
where the founders become mere sharefaolders^and employ others 
who are simph* hirelings to do the work for them. - -- . 

IWiereas Bucbez was greatly interested in priifc industry,* Blanc 
was in favour of the great industry, and that seems to be the only 
difierence between ins social workshop and an ordinarj^ co-operative 
society. But in Blanc’s opinion the social workshop was just a 
cell out of whidi a complete collectivistic society would some day 
issue forth. Its ultimate destiny did not really interest him very 
much- The ideal was much too vague and too distant to be profit- 
ably discussed. The important thing was to make a beginning 
and to prepare for tbe future in a thoroughly practical fashion, but 
“ without breaking altogether with the past,” That seemed clearly 
to be the line of procedure. To give an outline of what that future 
would be like seemed a vain desire, and would simply mean out- 


lining another Utopia. 

It is just because Ms plan was precise and simple ‘that Louis 
Blanc succeeded in claiming attention where so many beautiful bnS 
quite impossible dreams had failed. Here at last was a project 
which everyone could understand, and which, further, would not be 
veiw difficult to adopt. This passion for the concrete rather than 
the ideal, for some practical formula that might possibly point the 
way out of the morass of laissez-faire, may be discovered in more 
■ than one of Ms contemporaries. It is very pronounced in Vidal’s 


^ In the Jo-.irT.al d<u ScierMS mordlts ti ‘pclUiq-ies, Deesmber 17, 1S31. Orly 
one sssoeiatioa — the gold5Tniths’‘,inlS34 — wnsfonaaed c-s the rcfn tef thi^ ariiclt'. 
* Quoted- by Festy. Lt Moavari'rJ oavrier b-a Bibat dt la Ifor.crcai' n 


JuiUd, p. SS {Paris. I&OS). 

5 Buohez’s proposals for the reform of the " groat industry were o. as 


entirely mSerent character. 
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work, for example. Vidal was tlie author of an interesting l»ok on 
di.stribution which unfortunately .seems to be now quite forgotten.’ 
Much of the success of the project, like that of the State Socisilism 
of a later period, wn-s undoubtedly due to this feeling. 

'ITie projected reform seemed exceptionally simple. A national 
work.shop was to l)e set up forthwith in which all branches of jiro- 
duction would be represented. 'ITie necessary aipital was to be 
obtained from the Government, which was expected to borrow it. 
Every worker who could give the necessary mortd guarantee was 
allowed to compete for this capital. Wages would be equal for 
everybody, a thing which i.s quite iinpos-sible under pre.-ent conditions, 
largely bec/iusc of the false anti-social ciiaractcr of a good deal of 
our education. In the future, when a new sy.stcm of education 
will have improved morality and begotten new ideas, the pi-opowd 
will seem a perfectly natural one. Here we come ncn>ss n suggestion 
that .seems common to all the as.socialionist.s, namely, the idea of a 
new environment ed'ccting a revolution in the oniinaiy inotives of 
mankind. As to Uie hierarchy of Uic workshop, that will be estab- 
lished by election, except during tlic fii-st year, when the Govenw 
ment will undertake to conduct Uic organisivtion, lx»iuse as yet Uic 
members will hardly be sudiciently traincfl to choose the Ixist repre- 
sentatives. Tlie not revenue will be divided into three portions, of 
which the first will bo distribulctl between the various meml)ers of 
tlie association, thus contiihuliiig to a ri.se in their wages ; the second 
portion will go towanls the upkeep of the old, Uic sick, and Uic infinn, 
and towards casing the hurden.s of some other industries ; while the 
Uiirtl porUon will ho spent in supplying tools to those who wish to 
join the the association, which w-ill gradually extend its sway over the 
whole of society. 'Hie last suggestion incviUdily reminds m of 
Ihichez's "itmlienahlc and perpetual enpital. ^ 

Interest will lie paid on the capital employed in founding the 
industry, such inleiest licing guaranteed against taxation. Hut wc 
must not conclude that Hlanc favonml this condition iKcausc he 
Ixilicvcd in the Icgilim.acy of interest, as Fourier did. lie was ton 
pronouiicwl a disciple of the ^.-liiit-Simonians ever to admit tli it 
it was legitimate. The time will come, lie Uiinks, when it will no 
longer be necessary, liut he gives no hint as to how to get rid of iL 
I’or Uie present at any nite it must lie paid, wciv it nniv to enable 
the tttinsitiim to Iki made. '* Wo need not wiUi savage imji.stience 
tlestruy evcrytliing that has la-en founded upon the nbu'es »lutl} 
as a wiufle we are so anxious to 1x1111010. ” 'i'iie intere- t paid, nlnog 
‘ I'rtvn;e!s VitlsJ, />.> h Ai'j-nrJtfseo liicf.rii't (IrtG). 
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Hith the wages, will fonn a part of the cost of prodm^on. The 
capitaltts, however,, will have no share in the net profit onless thev 
have directlj contributed to it. 

■ It seems that the only difference between the social workshop 
and the present factory is its somewhat' more democratic organisa- 
tion, and the fact that the workers themselves seize all the profit 
(i.e. over and above net interest), instead of lea\’ing it, as was hitherto 
the case, to the entrepreneur. 

But this social workshop, as we have said, is a mere cell out of 
which a new society is expected to form. The amusing feature is 
this, that the new society can only come into being through the 
activity of competition — competition purged of aU ite more abomin- 
able features, that is to say. “The arm of competition must be 
^ strengthened in order to get rid of competition.” That ought not 
to be a very difficult task, for the “social workshop as compared 
with the ordinary private factory will effect greater economies and 
have a, better system of organisation, for every worker without 
exception whl be interested in honestly performing his duty as 
. quickly as possible.” On every side will private enterprise find 
itself threatened by the new system. Capital and workers will 
gravitate towards the social workshop with its greater advantages. 
Nor will the movement cease imtil one vast association has been 
formed representing all the social shops in the same industry. Even’ 

- important industry wiU be grouped round some central factory, and 
“ the different shops ■will be of the nature of supplementary establish- 
ments.” To crown the edifice, the different industries will be grouped 
together, and, instead of competing with one another, •will materially 
help and support each other, especially during a time of crisis, so 
that the understanding existing between them will achieve a still 
more remarkable success in preventing crises altogether.- 

Thus by merely giving it greater freedom the competitive rigime 
will gradually disappear, to make way for the associative rigime, 
and as the social workshops realise these wonderful ideals the evils 
of competition will disappear, and moral and social life will be 
cleansed of its present evils. 

The remarkable feature of the whole scheme is that hardly 
anything new is needed to effect this vast change. Just a little 
additional pressure on the part of Government, some capital to 
set up the workshops, and a few additional regulations to -guide 
it in its operations, that is all. 

This is really a very important point in Louis Blanc’s doctrine, 
which clearly differentiates it both from Owen’s and Fourier’s. 
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They .nj)pcared to think that the State was not necessarj’ at nil : 
private initiative seemed quite sufficient. It was hoped that society 
would renew itself spontaneously svithout any extraneous aid, and 
this is still the worldng creed of the co-operative movement. 
Wherever the co-operative movement has flourished the result has 
been entirely due to the efforts of its members. But Louis Blanc’s 
attention was centred on the highly trained artisan, and the problem 
was to find capital to employ him. Were they to rely upon their 
own savings, they would never make a beginning.^ Moreover, some- 
body must start the thing, and power is wanted for this. That power 
will be organised force, which will be employed, however, not so 
much as an ally, but rather ns a " starter.” Intervention will hcccs- 
sarily be only temporary. Onec the scheme is started its own 
momentum will keep it going.' The State, so to speak, " will just' 
give it a push: gravity and the laws of mechanics will stifficc for 
the rest.” That is just where the ingenuity of the whole system 
comes in, and as a matter of fact the majority of the producing co- 
operative societies now at work owe their existence to the financial 
aid and administrative ability of public bodies, without which they 
could hardly kefcp going. 

f/ouis Blanc, accordingly, is one of the first soci.alists to take 
care to place the burden of reform upon the shoulders of the State. 
Rodbertus and Lnssallc make an exactly analogous appeal to the 
Stale, and for this reason the French Avritcr dcsciwcs a place among 
the pioneers of State Socialism. 

This appeal of the socialists is beautifully naive. On the one 
hand they inv'itc the adherence of Government to a proposal that is 
frankly revolutionary', in which ease it is asked to compass its own 
destruction — jiatur.ally not a very attractive prospect. On the 
other liand the project seems harmless enough, and the support 
which the Government is asked to extend further emphasises the 
modest nature of the undertaking. Slate socialism cannot escape 
the horns of tliis dilemma by proclaiming itself frankly conservative, 
as it has done in Germany. 

* "Tb.’' cni.mciiwtiDn of the working i>> a very complifs'.rd Lcfinfi#, 

It in boand up with ro many other and involva'' saeh profound chacg'-* 

of habit. So numerou.s arc the variou-s iatercsln upon which an app\Trnt though 
(ta-rhap- not a real nttnek i.i contcmpiUled, that it would l>e shf-cr folly to imriginr 
ih.at it could ever be accomp-ibhed by a rcriw of cfTortc tent.ativtly uadertAk-n 
»nd partially irohated. The whole power of the Slate will be required if it is 
to etic'cfcd. Vrhst the pirolctarian iacka is capi'.al, and the duty of the S'r.'e 
If to tee that he gets it. Were I to define the State I »hor.ld prefer to think cl 
It w the pvxir tnxa't bank.” (Orjrar.iutfon du Trox’xil. p H.; 
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Louis Blanc, like L^ssaUe after him, was much concerned \nt}} 
immediate results, and he failed to notice this objectioD. He paid 
considerable attention to another line of criticism, however, and 
one that he considered much more dangerous. He sought a wav 
of escape bj using an argument which was afterwards frequency 
employed by the State Socialists, as we shall see b}' and by. 

The question was whether State intervention is contrary to 
liberty or not. “ It clearly is,’’ says Louis BlaUc, “ if you conceive 
of liberty as an abstinact right which is conferred upon man by the 
terms -of some constitution or other. But that is no real liberty- “at 
alL Full liberty' consists of the power which man has of developing 
and exercising his faculties with the sanction of justice, rad the 
approval of law.”^ The right to liberty 'without the opportimity 
of exercising -it is simply oppression, and \i herever man is ignorant 
or without tools he inevitably has to submit to those who are either 
richer or better taught than himself, and his hberiy is gone. In 
such cases State intervention is really necessary, just as it is in the 
case of inferior classes or minors. Lacordaire’s saying is more pithy 
still : “ As between the weak and the strong, liberty oppresses and 
law sets free.” Sismondi had already employed this argument, and 
much capital has been made of it by every opponent of laissez-fatre^ 

In the writings of Louis Blanc may be found the earliest faint 
outline of a movement that bad assumed considerable proportions 
before the end of the century. State socialism, which was as yet a , 
temporary expedient, by and by becomes an important economic 
doctrine with numerous practical applications. 

The events of 1848 gave Louis Blanc an opportunity of partly 
realising bi<; ideas. We shall speak of these experiments when we 
come to discuss the misdirected efforts of the 1848 socialists. But 
the ideas ontlmed in the Organisation du Travail were destined to a 
more permanent success in the numerous co-operative prtxluctive 

’ “ The Ulosive conception of an abstract ripit has had a great hold upon 
the public ever since 1789. Bnt it is nothing better than a metaphysical abstraa- 
don, which can afford bnt little consolation to a people who have been robbed 
of a definite secuxi^ that ■was really theirs. The ‘ rights of man,’ prodaiined 
with pomp and defined with minnteness in many a charter, has simply served at 
a cloak to hide the injustice of individnalism and the barbarons treatment meted 
ont to the poor imder its eegis. Because of this practice oi defining liberty as a 
right, men have got into the habit of calling people free even though they are 
the slaves of hunger and of ignorance and the sporty of every chance. X>et m 
siv once for aU that liberty consists, not in the abstract right given to a mm, 
but in the power givenhimto exercise and develop his faculties.” {Organitaiion 
du Travail, p. 19.) 

- Cl. pp. 186 et teg. 
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fiociclics which were founded as a result of its teaching; They arc 
still quite popular with a certain doss of French working men. 

Though inferior to both Fourier and Owen, Blanc gave consider- 
able impetus to the Associative movement, and quite dcserv'cs his 
place among the Associative sodalists. 

Beside Louis Blanc it may be convenient to refer to two other 
writers, Leroux and Cabet, who took part in the same movcmeul 
right up to the Revolution of 1848. 

Pierre Leroux exercised considerable influence over his contem- 
poraries. George Sand’s works are full of social dissertations, and 
she herself declares that most of these she owed to Leroux. How- 
ever, one can hardly get anything of the nature of a definite contri- 
bution to the science from his own vrritings, Aviuch arc vaguely 
humanitarian in character. We must make an exception, perhaps, 
of his advocacy of association,^ and especially of the idea of solidarity, 
a word that ha-s been exceedingly fortunate in its career. Indeed. 
*it seems that he was the first to employ this famous term in the 
sense in which it is used to-day — ns a substitute for charity.* 

Apparently, also, he was the first to contrast the word “ .socialism” 
with its antithesis “individualism.”* The invention of these Iavo 
terms is enough to save his name from oblivion in the opinion of 
every true sociologist. 

Cabet had one experience which is rare for a socialist ; he had 
filled the office of Attorney-General, Ihouph only for a short time 
it is true. Far grcnlcr celebrity came to him from the publicaliorv 
of his novel, Lf Voyagr cn Icarie. There is nothing very origin.al in 
the system outlined there. He gives the usual easy retort to those 
who question him concerning the fate of idlers in Icaria : ** Of idlers 
in Iciirin there will be none.” In his enthusinsm for his ideal he 

' “Your want of fattli in afvr.octation," he vTote to the National Awnlilv 
of IfiiS, “ vril! force you to expo-.e civiVi-'ation to n IrrriUy agonking death." 

* Vtlnmanitl (IWO). It would l>o wrong to conclude, hoverer, that thi* 
desire for secularising charily meant that ly.wux was anli-religious. On the 
conlraiy, he adniita his indebiednev't for the conr*^{ition of rolidarity to the 
dictum of St, Paul, " We arc all raetnbera of one body." 

• " I was the tin-t fo employ the term ' pociolkm.' Il waa a ncoh-gi'w tb<n. 

but a very nocesaary term. I invented the word m an nntitheeis to * indivi- 
iluolirm.’ ” {Qrht dr Sumorcr, p, 2SS.) As n nuatter of fact, f.ar V-.wk or IbSt 
he had eontrihuted r.n article ratitle-d D< VlrMt'i'ixikltfnr ri Ju to th- 

/In’SM tneydapL'ii-'^vf. The ramo word oceurr in the same, review {n an iir'itle 
euUlb'rl Dinotiri fur la SUvatim txciutUt et TErpil hu‘~.nir., written two year? 
before. Sec his complete worko. vol. >, pp. 121. ICl, S7S. For n funhfr r-eectmt 
of Irroux rce M. F. Thomas'e Firm Ltfouj: (IWS), a rotnewha*. dull bet 
highly (raagiciatiw prodtwtieo. 
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vrent farther than either Owen or Considerant by personally super- 
intending the founding of a colony in the United States (1848). 
Despite many a grievous trial the settlement managed to ejdst for 

■ fifty years, finally coming to grief in 1898.1 ‘ 

Cabet is frankly co m m umstic, and in that respect resembles 
Owen rather than Fourier, although he always considered himself a 
discipl^.of the latter. But this 'was perhaps due to his admiration 
for Fourier, with whom he was personally very well acquainted. 
Although he was a commumst he was no rev’olutionist. -He was a 
good-natured feUow who believed in making his appeal to the 
altruistic feelings of men, and w'as sufficiently optimistic to believe 
that moral conversion was not a difficult process.* 

CHAPTER IV: FRIEDRICH LIST AND THE 
NATIONAL SYSTEM OF POLITICAL ECONOIMY 

■ ■ 1 

By the middle of the nineteenth century the doctrine of Adam 
Smith had conquered the whole of Europe. Former theories were 
forgotten and no rival had appeared to challenge its supremacy. But 
during the course of its triumphant march it had undergone many, 
changes and had been subjected to much criticism. Even disciples 
like Say and Malthus, and Ricardo especially, had contributed many 
important additions and efiected inuch improvement. Through the 
influence of Sismondi and the socialists new points of view had been 
gained, involving a departure from the narrow outlook of the master 
in the direction of newer and broader horizons. 

Of the principles of the Classical school the ^ee Trade theorj’ 
was the only one which still remained intact. This, however, 
was the most important of all. Here the triumph had been com- 
plete- Freedom of international trade was accepted as a sacred 
doctrine by the economists of ever}”^ country. In Germany as in 
England, in France as in Russia, there was complete unanimity among 
scientific authorities. The socialists at first neglected this topic, and 
when they did mention it it was to express their complete approval 
of the orthodox view.* A few isolated authors might have hinted at 

1 For Oabet’s life and the story of Icaria see PrudhommeaTii’E two volumes. 

■ EUmne. Ocbfi and Ei^rt £* la Commu-nauii icariaine: 

* “Tho commimistB will never gain'mneh sncccss until they have learned 
to reform themselves. Let them preach by example and by the eicroiEO of 
social virtnea, and they will Kxsn convert their adversaries.” 

» Protection was attacked by Sismondi in Eemv. Frirx., Book IT, chap. 11. 
Ho considered it a fmitfnl source of over-product ion, and uttered his condetn- 
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reservations or objections, but they never caught the public ear.* 
It is true that Parliaments and Governments in many countries 
hesitated to put these new ideas into practice. But even here, 
despite the strength of the opposing forces, one can see the grooving 
influence of Smith’s doctrine. The liberal tariff of Prussia in 1818, 
the reforms of Huskisson.in England (1824-27), were expressly 
conceived by their authors as partial applications of those principles. 

However, there arose in Germany a new doctrine for which the 
peculiar economic and political conditions of that country at the 
beginning of the nineteenth century afforded a favourable environ- 
ment. Although the development was slow it was none the less 
startling. Friedrich List, in Ids work entitled Das Nationale System 
der Politischen Oel’onomie, promulgated the thcoiy' of” the new Protec- 
tion. “ The history of my book,” he remarks in his preface, “ is 
the history of half my life.” He might have added that it was also 
the history of Germany from 1800 to 1840. It was no mere co- 
incidence that led to the creation of an economic system based 
exclusively upop the conception of nationality in that country', 
where the dominant political note throughout the nineteenth century 
was the realisation of national unity. List’s work was a’ product 
of circumstances, and these circumstances we must understand if 
wc arc to judge of the author and hk work. 

nation ol the absurd dwirc of nations for Fclf-stifficirnoy. Saint-Simon con* 
*idcred Protection to be tho outcome of international hatred {Kyui-ret, vol. iii, 
p. 36), and commended the cconomkta who had ehown that “ mankind had but 
one aim and that ifa internsta wero common, and consequently that each individual 
in his Fociol connection must be viewed ns one of a company of workers ’’ {LtUru 
<5 «n Amrricair.t, Quuvru, vol. ii, pp. 186-187). Tho Snint-Simonians never 
touched upon tho que.stion directly, but it is quite clear that Protective right* 
wero lo hare no place in the univorFoI association of which they dreamt. Accord- 
ing to Fourier, there wm to bo tho complctcst liberty in the circulation of goods 
among the PhnlnnsU'refi sU the world over. (CJ. Boumn, Fmria-, pp. 326-329 ; 
Paris. 190.’:.) 

* Wc refer to two of them only : Augustin Cournot and I/OuLs Ssy of Xanfes. 
Tho former, in his RtchtrchtJ t-jr lci Prineip's rvzih'rrvtliqvs it lo Th-crir. dti 
IUrJif/ars (1833), n work that is colobratcd to-d.ay but which pasred unnoticed 
at the time of its pnliiicalion, hsa c.ritickcd the theory of Free Trade. But the 
reput.stion which ho Fubscqucnlly achieved wm not based upon this part of tho 
bxik. lyinis Say (1774-IStO) w.os o brother of J. B. Say. He puWithed & 
numkw of works, now quite forgotten, in winch he criticised jevcr.al doctrines 
upheld by his hrotiier. whose displee.sure he thus incurred. We refer to hi* last 
work. Rti.dfs rur la P.kht.’ft its Am'ion? tt Rfjzdaihn its f'indpnlts Srrttxrt tn 
p.ilitipit (1836). for this in the work to which Lijt aiir.dcf. It is 
prohahie th.vt I/juis Say's name would bavo remained in ohiivion but for, 
Ust. Richelot. in his translation of list {second edition, p. 477), quoU-s Fome of 
lb« more imporiint of S*y’* book. 
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1 : LIST’S IDEAS IN EELATION TO THE ECONOSHC 
CONDITIONS IN GERMAJfY 

The Germany of the nineteenth century presents a unique speo 
tade. Her population was at first essentially agricultural, and the 
various states politically and economically isolated. Her industry 
was fettered by the corporative and her agriculture was still 

in feudal thraldom. Freed frorn these encumbrances, and having 
. established first her economic and then her political unity, she took 
her place dining the last three decades of the century among the 
'* foremost of industrial Powers. 


The Act of Union of 1800 had ensured the economic. unify of the 
British Isles. - The umon of England and Scotland was already a 
. century old, and Smith regarded it as “ one of the chief causes of the 
: prosperity 'of Great Britain.” ^ France had accomplished the same 
•-end by the suppression of domestic tariffs in 1791. But Germany 
even in 1815 w^ still a congeries of provinces, vai^ng in im- 
portance and separated from one another by tariff walls. List, in 
the petition which he addressed in -1819 to the Federal Assembly in 
the name of the General Federation of German Trade and Com- 
merce, could reckon no less than thirty-eigh LMnds of tariffs within 
\the German Confederacy, without mentioning other barriers to 
commerce. In Prussia alone there were no fewer than sixty-seven I 
^ different tariffs.* “ In short” savs Tiist in Fin<^‘th»^r pi^titign, “while, 

I other nations cultivate the sdences and the ar ts wh ereby comme rce 
and industry are extended,'; German merch ants and manufacturers 
must devote a great part of their time to the study of domestic' 


\: 


tariffs an d-ta^asi^ 

' These inconveniences were still further aggravated by the com- 
plete absence of import duties. The German states were closed to I 
one another, but, owing to the absence of effective central control, were 
open to other nations-^a peculiarly galling situation on the morrow 
of the Continental Blockade. The peace treaty was scarcely signed 


1 Ths union of England and Scotland dates from 1707. Compare the pas- 
sage in Adam Smith, Book Y, chap. 2, part iL art. 4 ; Cannan’s edition, voL ii, 
P.3S4. 

3 Tigt, Werke, e<L Hanger, vol. ii, p. 17. The eeventh edition of the Nalional 
-which was published in 1SS3 by M. Eheberg, contains an exceiiMt 
historical and critical introdnetion. Onr quotations arc from the English 
translation by lioyd, published in 1885, republished, -with introdnetion by 
. Professor Sb'dd Nicholson, in 1909. 

* Petition presented to a meeting of the German princes at Vienna in IS20 
(TTerli, vol. ii, p. 27). 
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when England~Ko long cut off from her niarkets and forced to ovcr- 
iitock her warehouses with her jnaniifactui'cd goods — began to Hood 
the Continent with lier products. Driven from France by the pro- 
tective tiirifr estaldished by tlie Restoration Government, these goods, 
offered at ridiculously low prices, found a ready market in Germany. 

'File German merchants and -matmfactnrers became thoroughly 
alarmed, and there arose a genend demand for economic unity and a 
uniform tariff. Public opinion urged a reform whicli npj)eared to 
!)e the first step in the movement towards natiomd unity. In 1818 
Prussia secured her owai commercial unity by abolishing all mtcnml 
taxation , reUiining only those duties wliich were levied at the 
frontier. Her new tariff of 10 per cent, on manufactured goods, 
with free entrance for raw material, was not regarded as prohibitive, 
and wiLS aclmilly approved of by Huskisson a.s a model which the 
British Parliament might well imitate. But this lefonn, confined jis 
it was to Prussia alone, did nothing to improve liie lot of the German 
merchants elsewhere, for the Prussian tariff applied just as much to 
them as to foreignei's. 

This particular reform, far from staying the movement towards 
uniform import dnlias, only accelerated it A General Association , 
of Gorman Manufacturere and Merchants was founded at Frankfort 
in 1819 to urge confederation upon the Government. The agita- 
tion was inspired by Friedrich List Hehorl been for a siiort time pro- 
fessor atTuInnj[^ and was alrc-idy well known n s a joiir nnlist.— He 
wiis nominated general' sccrchirv of t he association, and became llio 
soul of the movement. He wrote endless petitions and artiela-;, and 
made personal application to the varioas Governments at Munich. 
Stuttgart, Berlin, mid Vienna He was anxious that Austria should 
lake tlie laid. But all in vain. The Fc-dcnil Assembly, hostile as 
it was to every manifestation of public opinion, refused to reply to 
the petition of the merchants and innnufaclnrers. List himself ivas 
soon taken -up with other interests. He was hamcsl as the (ic])Uly 
for ReuUingeii, his native toam, in Uic stale of Wnrtembcrg, in 1820, 
but was banished from the Assembly and coiidciiined to ten nionUis’ f 
imprisoninciit for criticising the bureaucracy of his own country,'^ 
After seeking refuge in Frmice he spent a few ye;irs travelling in 
England and Swiir.erland, and then rcliirneti to W'nriembcrg. where 
he again sun’ered imprisonment Upon his release from prison !o 
resolved to eniigrale to Amcrici, 'where Dvfayoltc, whom he kad 
met in Paris, promised him a warm welcome. 

Iletuniing to Germany in 18:12, after having nnule mnnerons 
friends and accnniulaled a forlnna he found tiie tariff movuncnl for 
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which he had struggled thirteen years before just coming to a held 

^ however, in a fashion quite dilerent from 

what he had expected. It was not to be a general reform, and 
Austria was not to be leader. Prussia was to be the pivot of the 
movement, which was to be accomplished by means of a series of 
pneral a^eements. In 1828 there were formed almostsimultaneously 
two Tariff Umons, the one between Bavaria and Wurtemberg the 
other between Prussia and Hesse-Darmstadt Within the arels of 
bc5th of these unions goods were to circulate freely, and a common 
rate of duty was to be established at the frontiers. From the very 
first there was a rapproclieTaeni .between the unions, but a definite 
fusion in one ZoUverein was only decided upon on March 22, 1833. 
The new rigime actually came into being on January 1, 1834. 
Even before that date Saxony and some of the other states had 
^ a.lready joined the new union. 

rr ^.Thus by 1884 the commercial union of modem Germany was 
yirtuaUy accomplished. The ZoUverein united the principal Gwman 
states, 1 Austria excepted,,, and under this rigirm industry, assured . 
of a large domestic market, increased by leaps and bounds. But a 
new problem presented itself, namely, what system of taxation was 
to be adopted fay the um'on as a whole. In 1834 the liberal Prussian 
tariff of 1818 wals adopted vrithout much opposition, but nothing 
more was attempted just then. Many of the manufacturers, how- 
ever, especially the iron-smelters and the cotton and flax spinners, 
demanded a more substantial means of protection against foreign 
competition. This clamour became more intense as the need for 
iron and manufactured goods increased the demand for raw material. 
Hence from 1841 — the date of the 'completed ZoUverein — a new " 
discussion arose between the partisans of. the status quo, inclining 
towards free exchange, and the advocates of a more vigorous 
protection. , 

4 1 Naiional Susie m, advocatin g Protection, appeared at the 

psygjiologicai moment. Ibis delightfully eloquent work is full of 

borrowe d from history and experience. The peculiar 
condition of contemporary G e rmany was the one source of List’s 
inspiration, and since the work was written'Tor the public at large 
it is remarkably free from all traces of the “ schools.” Germany’s 
induslr 3 .% the sole hope of her f u ture greatness, had found scope for 
development only during the peace which followed 1 815. ^It was still 

’ Baden, Issssan, and Frankfort joined in 1835.And 1836. But there stil! 
remained onteide ifecklenburg and the Free Towns of the Haase, Hanorer, 

. Bninewict, sad Oldenburg. 
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in its infancy, and found itself hard hit hy the competition of 
England, with her long experience, her perfected machinery', and 
her gigantic output. This was the nil-important fact for List. 
Eng land, whose rivalry appeared so dangerous, had closed her 
markets to German agriculturis^by'her^m Lnw^ while industrial 
competition was out of the question. Two_qUi£r nations, France 
and the United Statg, destin^, like Germ any', to hecome great jn- 
dustrial Powers, indicated the path of emancipation . Fra nce, 
warned by the results of the Treaty of Eden (178C) as to the evils 
of English competition, hastened to defend her fortunes fay means of 
prohibitive tariffs. Still more significant was the example of the 
United Stales, whose situation was in all respects comparable with 
that of Gerinany', In both cases economic independence was hardly 
yet fully establisi -d, the natural resources were abundant, the 
territory was vast, the population intelligent and industrious, with 
the hope of n great political future. Though scarcely free as yet, tlic 
Americans made the establishment of industry and the shutting out 
of English goods by means of protective tariffs their first care. Thus 
there w(is everywhere the same danger, the tyrannical supremacy 
of England, and the same method of defence, Protection, ^^’oukl 
Germany alone stand aloof from adopting similar measures 7 

Tha t is the essential point of List’s thesis.^ But tiicsc vcry' prac- 
tical news tended to damage the well-known arguments of those 
economists whom List rcfcis to cqllMUyTly as " the school.” The 
*' school ” maintained that nations as well ns individuals shouM buy 
in the cheapest markets and devote all their energies to producing 
just those commodities which ydold them the greatest gain. Industry 
can only grow in proportion to the amount of capital savv.d, but a 
■protective r<'g(raaJiuukis_xmcunmlatiQa-nnd_EQ_xicfcal£ its own end. 
To overcome these objections it is not necessary to combat them 
one by one, for the discussion may be carried to an entirely difftmnt 
field. The “ school " adopts a certain ideal of comnierrial policy 
ns the h:isis of its thesis, namely, the increase of consumable 'wcaltb, 
or. ns List puLs it, in an awkward enough fashion. '* tlie tncrc.asc of 
Us c.x du miTcnbIc values. ” ' This fundament.a! point of view must 

' I jFtV erpiv'i^-ioa excbraiger-Hr t.iIop ” racreiy fien'uVj tt,*- tea' " o! prr^' at 
sdvnnt.sgc.'! — thn material profit cri«tir.p r.l the moment. It £» rot a very harpy 
phmw, and it wonld tv? a jnvr.t n5i''tnVe to t.-5ke it liti-rally r; to attads rit-'-t 
imi>nrlanep to it. In liii Lrlirrf to p. len, J o pivo'* ciprc-'toa to tb« 

t'lnic idea by raying that Smith t tditva: had in vit -w- " tt,. t icliang- of s-r.e 
m.atrrial pood for another," and that ite ccactm wr.- irlsii fir ■edtti " poch t jchtr.erd 
pix>tb ralhor than with prodnctivr force*-’’ WV note shat IJ«i never rf-raV* o! 
lUc.ardo, but only of Smith luid Say, whoto works rIco* be r*etr.s te I ave re jd. 
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be changed if we wotild avoid the consequences which naturally 
follow from it. last realised this, and in his attempt to accomplish 
the task he gave egression to new truths which make his book 
one of lasting theoretical value and ensure for it an important place 
in the history of economic doctrines. 

Id fact, he introduces two ideas that were hew to current theorv, 
namely, the idea of pationalltv as contrasted with that of cosmopoli- 
^igjsn^ and the idea o f productive powy as contrasted with t^t of 
exchange values. last’s whole system rests upon these two ideas. 

(q) List accuses Adam Smith and bis school of cosmopolitanism. 
l^eir hypothesis rested on the belief that men were henceforth to 
be umted in one great community from which war would be banished. 
On such a hypothesis humanity was merely the sum of its Individuals. 
Individual interests alone counted, and any interference with econo- 
mic liberty could never be justified- But between man and humanity 
must be i nterpolated the bls toTy n f nation*; , and the “ school ” had 
forg otte n this. Every man forms part of some nation, and his 
prosperity to a large extent depends upon the political power of that 
nation.^ 

^^niversaJ evlente is doubtless a noble end to pursue, and we 
ought - to hasten its accomplishment. But nations to-day are of 
unequal strength and have different interests, so that a definite muon 
conid only benefit them if they met on a footing of equality. The 
union might even only benefit one of them while the others became 
dependent Viewed in this new light, political economy becomes 
the science which, by taking account of the actual interests ^d of 
the particular condition of each nation, shows along what path each 
may rise to that degree of economic culture at which union with 
other avilised nations, accompanied by free exchange, might be both 
possible and usefnL* 

List distinguishes several “ degrees of culture,” or what we would 
to-day “ economic stages,” and he even cl a i ms actual historical 
sequence for his classification into the savage, the pastoral, the 

1 “ In the Itialian and the Hanseatic citiES, in Holland and England, in France 
and America, we find the powers of production and consequently the wealth of 
individnals growing in proportion to the liberties enjoyed, to the degree of 
perfection of political and social institntioiis, whDe these, on the other hand, derive 
material end sfamnlm for their farther improvement from the increase of the 
material wealth and the productive power of individnals.’ {’Setiorjd .Syefern, 
P- S7.1 

- He defines “ political or national economy ” as “ that- which, emanating 
from the idea and nature of the nation, teaches how a given r^ion, in the present 
state of the world and its ora special national relations, can maintain and 
improve its economical conditson-.’' (Ibid., p. 99.) 
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agnculluml, the agricultural-manufacturing, and the^agricultu^^ 
manufncturing^commercial stage,* A nation • becomes “ normm ^ 
OTiyVhSrithls attained the last stage. List understands by this 
that such is the ideal that a nation ought to follow. As a matter of 
fact he would allow it to possess a navy and to found colonies only 
on condition that it kept up its foreign trade and extended its sphere 
of influence. It is only at this stage that a nation can nourish a vast 
population, ensure a complete development of the arts and ■sciences, 
and retain its independence and power. The last two ideas con- 
stitute the sine qua non of nationality.^ Not all nations, it is true,ji4. 
can pretend to this complete development. It requires a vast 
territory, with abundant natural resources, and a temperate climate, 
which itself aids the development of manufactures.^ But where 

* It W. 1 S the example of England that gave last tho idea, but the whole con- ■ 
coptionii based upon a historical error. England possessed a navy, bad foonded 
colonics and developed her international trade long before she became a manu- 
facturing nation. Since tho time of List various categories of national develop- 
ment have boon proposed. Hildebrand speaks of periods of natural economy, 
of money economy, and of credit economy [JahTbueher fur National Oekonomie, 
vol, ii, pp. l-2d). Btichor proposed the periods o! domestlo economy, .of 
town economy, and of national economy as a subBtiluto (Die 'Enltlehung tier 
VolkswirUcliafit Srd ed., p. 108). Sombart, in his tnm, has very justly 
criticised this classification in his book Dermoderne Kapitalismui (vol. 1, p. 51 J 
I-ciprig, 1002). Bnt would that which ho proposes himBclf bo mnch belter ? 

Ko ono.wc believe, has as yet remarked that List borrowed this enumeration 
of the difTcront economio states, almost word for word, from Adam Smith. 

In chap. 5 of Book II, speaking of tho various omploymchls of capital. Smith 
clearly distinguished between three stages of evolution — the agricullnral state, 
tho agriciiltaral-monufacturing, and thongricnltural-manufactaring-oommcrciai. 
Smith considered that this last stage was the most desirable, but in his opinion its 
rcaliration must depend upon tho natural course ot things. 

• The term " normal " is ono of the vaguest and most equivocal we have in 
political economy. It would bo well if wo were rid of it altogether, What 
controversies have not roged around tho ideas of a normal wage or a nonnal 
price! Ono of the chief merits of the Mathematienl school lies in the success 
with which it has eifeefed the substitution of the idea of an eqniiibrfum price. 
Tlie idea of a normal nation is about as vague ns that of B norma! wage, and 

ii is eutions^ that our anlhor describes ns normal a whole collection of charac- - 
toristics which, according to his oivn account, were nt the moment whoa ho 
wrote only realised by ono nation, namely, England. 

’ B. Tho idea of national power is, moreover, not completelv lost sight 
of by Smith, fts is proved by the following passages : " The riches and, go far as 
power depe.mls epoa riches, tho power of every country must always be in pro- 
portmn to tb.e value of itt annn.a! prodneo. ... But tho gre.vi object of tho 
pchtwal economy of every country is to increase the riches and power of that 
country-. (H c.iffh o/Nahont, Book II, chap. 6 ; Cannan’s eilisipn, rol. i, p. V51 ) 

On the qncsPo.u of the indnstri.al vocation of tho Icmpcraie cone and tin 
agnc-or.nral vocaiioa of tho torrid compare Kationnl S-jtletn, Book IT, chap. 4. 
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these conditions are given then it becomes a nation’s firet dntv to 
exert all its forces in order to attain this stage. Germany possessed 
these desiderata to a remarkable degree. All that was needed was 
an extension of territory, and list lays claim to Holland and Denmark 
as a portion of Germany, declaring that their incorporation would 
be regarded even by themselves as bdng both dearable and necessary. 
Accordingly, he wished them to enter the Confederacy of their own 
free wilL^ 

Hence the aim of a commercral poh'cy is no longer what it was for 
Smith, viz. the enriching of a nation. It is a much more complex 
ideal that List proposes, both historically and politically, but an ideal 
which implies as a primary necessity the establishment of manu- 
factures 

(&) This necessity becomes apparent from still another point ol 
view. The estimate of a nation^s wealth should not be c o nfined to one 
particular momenh It is not enough that the labour and economy 
of its citizens should at the present moment assure for it a great mass 
of exchange values. It is also necessary that these resources of labour 
and of economy should be safeguarded and that theinfuture develop- 
ment should be assured, for “ the power of creating wealth is in- 
finitely more important than. the wealth itself.” A nation should 
concern itself with the growth of what List in a vague fashion calls 
-its productive forces even more than with the exchange values 
which depend upon them.*| Even a temporary sacrifice of the 
second may be demanded for the sake of the first. In these expres- 
sions List merely wishes to emphasise the distinction between a 
policy which takes account of a nation’s future as compared with 
one which takes account only of the present. “ A nation must 
sacrifice and give up a measure of material property in order 

^ “ The German nation will at once obtain what it is now in need of, namely, 
fisheries and naval p o w e r, maritime commerce and colonies.” {NoHotmI Sydan, 
p. 143.) last has no diJBonlty in allying his patriotic idealism with the practical 
side of his nature. 

’ list deliberately distinguishes between exchange values and productive 
forces ; hut the distinction is by no means a happy one. For a policy vrhich 
aims at encouraging productive forces has no other way of demonstrating its 
superiority than fay showing an increase of exchange value. The two notions 
are not opposed to one another, and in reckoning a nation’s wealth we must 
take some account of its present state as well as of its future resonrces. In his 
Ldlere to IngertoU {cf. Letter IV, referred to above) he distinguishes betw^n 
“ natural and intellectual capital ” on the one hand and “ material productive 
capital ” on the, other (Adam Smith’s idea of capital). “ The productive powers 
of the nation depend not only upon the latter^ hut also and chiefly upon the 
former,” 
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to gain culture, skill, and powers of united production ; it must 
sacrifice some present advantages in order to ensure to itself future 
ones." ‘ 

But vflmt are these productive forces which constitute the per- 
manent source of a nation's prosperity and the condition^ of its 
progress ? 

With particular insistence List first of all mentions the moral I 
and political institutions, freedo m of thought^ free dom of conscience. . . 
li berty of the press, trial by mrv. puhTIcitv of iustice, ^ o a tr . nl -»f- ■ 
adrriini ^ation. and parliamentary g overnment, f All these _have a 
sltimulating arid salutary effect upon labour. He is never weary of 
recalling to mind the loss of wealth caused by the Revocation of the 
Edict of Nantes, or by the Spanish Inquisition, which, says he, “ had 
passed sentence of death upon the Spanish navy long ere the English 
and the Dutch fleets had executed the decree ’’ (p. 88), He unjustly * 
accuses Smith and his school of materialism, and condemns them 
for neglecting to reckon those infinitely powerful but perhaps less 
calculable forces. 

II u t { of all the productive forces of a nation none, according to 
List, can equal manufactures, for manu fa,ptHi:pi _d£^£ll^}:^he_^ 
forces of a nation to a superlative degree, j " The spint of striving 

* National Syftem, p. 117. 

* Unjustly ns vo think, for on tnoto than one oce-nsion Smith did take 
account of moral forces. ITo dated tbo prosxwrity of English agriculture from 
the time when farmers were freed from Ihcir long scrviludo and became hence- 
forth independent of the proprietors He remarks that towns attain prosperity 
quickerthan the country, because a tegular government is earlier cstablkhcd there. 

" The beat effect which commerce and mannlaeturc.s have is the grodua! intro- 
duotion and Mtahlisluncnt of order and good government, and with them the 
liberty and security of individual? among the inhabitants of the country. Tlii*. 
though it has been the least observed, is by far the most important of their effects. 
Mr. flume f? the only writer who so far as I ktiow be? hitherto taken notice of it." 
(Book III, chap. 4 ; Cannan, voL i, p, 353.) Bpcalang of the American coloniee, 
Smith (Cann in, vok iJ, p. 73) mokes the remark that although their fertility is 
inferior to the Spanish, Portugucfc, and the I'rcnch colonic-'i, “ the politie.vl 
institutions of the Engliih colonies have been more favourable to the improve- 
ment nnd cultivation of this land than iho-o of any of the other three nations.” 
How could Lbt have forgot ten tho celebrated ptwago in which Smith afiributes 
the prosperity of Orest Britain largely to its legal system, which guarantee? to 
c.ich individual the fruits of hi.s (oil ond which mu.<t be rrekoned among the defini- 
tive achievements of the Revolution ol 1 CSS ! *' TJiat security which the laws in 

Crest Bntain give to every man that he *!isU enjoy the fruits of hi? own labour i» 
alone sulTicicnt to make any country Boarish, notwithstanding these end iwruty 
other absurd regulations of commerce ; and thl? Mccarity wa.? perfccied much 
about the sMne time th.-.t the Ixmnly wa? cstabliriicd.”" (Book IV, chap. 5| 
Cannon, rot. ii, pp. 43-43.) 
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for a steady increase in mental and bodily acquirements, of emulation 
and of liberty, eharact^e a State devoted to manufactures and 
commerce. ... In a country devoted -to mere raw agriculture, dull- 
ness of mind, awkwardness of body, obstinate adherence to old 
notions, customs, methods, and processes, want of culture, of 
prosperity, and of liberty prevaiL” ^ Manufactures permit of a 
better utilisation of a country’s products than is the case even with 
agriculture. Its -srater-power, its winds, its minerals, and its fuel 
supplies are better husbanded. The presence of manufactures gives 
a powerful impetus to agriculture, for the agriculturist profits even 
more than the - manufacturer, owing to the high rent, increased 
profits, and better wages that follow upon an increased demand for 
agricultural products. The very proximity of manufactures consti- 
tutes a kind of permanent market for those agricultural products, 

- a market which neither war nor hostile tariffs can ever affect. It 
gives rise to varied demands and allows of a variation of cultivation. - 
which results in a regional division of labour. This enables each 
district to develop along the most advantageous line, whereas in 
a purely agricultural coxmtry each one has to produce for his personal 
consumption, which means the absence of division of labour and a 
"consequent limitation of production.* , 

i Industr y for List is not what it was for Smith. For him it is 
a social force, the creator of capital and of labour, and not the 
natural result of labour and saving. It deserves introduction even 
at the expense of a temporary loss, and its justification is that of 
all liberal institutions, namely, the impetus given to future produc- 
tion.! In a beautiful comparison which would deserve a niche in a 
book of classTCft] economic quotations he writes as follows : j** It b 
true that experience teaches that the wind bears the seed from one 
region to another, and that thus waste moorlands have been trans- 
formed into dense forests ; but would it on that account be wise 
policy for the forester to wait imtil the wind in the course of ages 
effects this transformation ? ” * The tariff, apparently, is the only 
method of raising the wind. | 

By pladng himself at this point of view List is able to defeat 
the most powerful arguments used by his opponents. All we 
rfln say in reply is that manufactures will not produce these effects 
if they have not already a raison ffeire in the natural evolution 

» Isalional System, chap. 17, begraning. ' ... 

* Compare chapters 7 and 15, where be treats of the mannfactnrmg inda^ti? 
in its relation to each of the great economic forces of tie ootmtry. 

* Ibid,, p, 87. 
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ot a nation — that is, if they do not demand loo costly a sacrifice: 
The land on v.hich the settler sows his com can scarcely be re- 
garded as ready to receive it if it lacks the power to make it 
grovr. 

1 li st's Protectionism, ns we may pucss from what precedes, 
possesse s original fcatures. It is not a universal remedy which may 
iKTindiffcrently applied to every country at any period or to all its 
products. It is a particular process which can only be used in certain 
cases and under certain conditions. Subjoined are some of the cha- 
racteristic traits of this Protectionism which List himself has neatly 
described. 

(1) The Protectionist system can only be justified when it aims 
at the iuduslrinl education of a nation.* It is thus inapplicable to a 
nation like the English, whose industrial cduc-otion is already com- 
plete. Nor should it be attempted by countries that h.ave neitlier 
the aptitude nor the resources necessary for an industrial career.! 
The nations of the tropical rone seem destined to the pursuit of 
agriculture, while those of the temperate zone arc accustomed to 
engage in many and varied forms of production.* 

1(2) But a further justification is also ncccwarj’. It must be 
shown that the nation's progress is retarded by the competition of 
powerful manufacturing rival which has already advanced farther 
on the industrial parii.* “ The reason for this is the same ns that., 
why a cliild or n hoy' in wrestling with n strong man can scarcely' 
be sictorious or even offer steady resistance.” Tins was precisely 
th^cose p-ith Ge-rmany in her- stmgglc w;itli Englajid.J (It is interest- 
ing to come across a full account of the process of “ dumping ” in 
List’s letters to Ingcrsotl, “ Dumping,” which h-as received muc}) 
attention lately in connection with the trust movement, consists in 

' A'ali'rTnal Sy.'lfm, p. 

• " It may in gmcn-.l be <k<!^umed that where any lecbniral induptiy caanoJ 
Ije (T.tftV'Udu-d by means of an oripnal groJeetien ef -10 to W cent-, and 
e.mnot oontinno to maiDt.ain itself tinder a continned prol'M-'.ion of O's to "0 
[H-r cent,, Uie fandnrnent.al conditions of manofaeui.-irig power an- iarline." 
(/hu., p. L'.Sl.) 

• " Solely in nations of the inttor land, namely, those wiiieh jjcc'ers all the 
t)eccr:aty meats! and mstcris! conditions and Tne^^.*- for r--.ir.W5'hicx a mBwa- 
facturinK {'•ower of their own and of thereby attaininr the highest derree cf 
cirili.'Stion and development of material pto j-'ority and poliiirvl picwrr, bnt which 
an- rctanlcd iu tlwir j'rogn.-s by tbc cornpeiiiion c-t .s ff'rricamanni.neinrisgl’owrr 
which is rtlrt-ady farther ndv.snrc-d thr.u their own - orsly in »«rh nations are 
comrorrcial rretriclions ja-'tilird for th" p-jrjc:.-« of ret-.tnirhins tr.d j-To-.e-nr.? 
their own nwnufacturinf; powrr,” {Ih’d., p, H-t.) 

• jm., p. c<n. 
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selling at a low price in foreign markets in order to keep up prices' | 
in tHe home market.^) | 

f(S) Even in that case Protection can be justified “ only until that ] 
manufacturing PoWer is strong enough no longer to have any reason to ? 
fear foreign competition, and thenceforth only so far as may be neces-. * 
sary for protecting the inland manufacturing power in its very roots.” * 
(^) I'astly, Protecti on oug ht neve r t o be extended to agriculture. 

this except ion are that on the one hand agricult ural 
prosperi ty depends ^^great extent upon th e p rogress of manin 
f actures — ^the protection of the latter indirectly benefits the former — 
the other hand an increase in the price of raw materials 
inj ure i ndusfa^. Moreover, there exists a natural 
yi^ch is particula rly advantageou s to the system of cultiva- 
each country , a division de p enden t upon the natural 
qualities of their soils, wh ic h Protection wou ld tend to destroy.} This 
territorial division does not exist for manufactures, “ for the pursuit 
of which every nation in the temperate zone seems to have an equal 
vocation.” ® ' 


I One might experience some difficulty in understanding the sudden ' 


1 “ Everyone knows,” says he (quoted by Hirst, pp. 231 e< ee^.), “ that the 
cost of produotioa of a manufactured good depends very largely upon the j 
quantity produced — that is, upon the operation of the law of increasing returns. 3 
This law exercises considerable influence upon the rise and fall of manufacturing f 
power. . . . An English manufacturer producing for the home market has a , 
regular sale of 10,000 yards at 6 dollars a yard. . . . His expenses being thus j 
guaranteed by his sales in the home .market, the cost of producing a further -A 
quantity of 10,000 yards for the foreign market will be considerably reduced 
end would yield him a profit even were he to sell for 3 or 4 dollars a yard. And 
even though he should not be making any profit just then, he can feel pretty ■ 
confident about the future when he has mined the foreign producer and driven 
him out of the 'field altogether.” List thinks that this shows how impossible it ; 
is for manufacturers in a new country without any measure of protection to j 
compete with other countries whose industry is better established- But this is j 
one of the arguments that has been most frequently used by British mann- i 
facturers in recent years in demanding protection against American competition. | 
We would like to know what List would have thought of this. j 

* National System, -p. 144, and the whole of chap. 16 of Book TL He con- j 
sidered that “ it would be a further error if France, after her manufacturing j 
power has become suSciently strong and established, were not wilh'ng to revert j 
gradually to a more moderate system of Protection end by permitting a limited 
amount of competition incite her mannfacturers to emulation.” {Ibid., p. 249.) 

* Ibid., p. 253, and especially p. 162, etc., where with a sudden change of front 
ho declares himself in favour of Free Trade in agriculture, end employs the 

argnmente which Free Traders had appfied to aU products. Compare again p. -30, - 

where he declares that a^'culture “ by the very nature of things i« enCiciently f 
well protected against foreign competition.” , 
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volte-face of List in favour of free exchange in agriculture did we 
forget the particular situation in Germany, to which his thoughts 
always returned. This is equally true of many other points in his 
system. Germany was an exporter of corn and suffered from the 
operation of the English Corn Laws. German agriculture needed 
no protection, but suffered from want of markets, and List would 
have been very happy to persuade England to abandon her Corn 
Laws. Agricultural protection vac onls' revived in Germany 
towards the end of 1870, when the agriculturists thought they were 
being threatened by foreign competition. 


II : SOURCES OF LIST’S INSPIRATION. lUS INFLUENCE 
UPON SUBSEQUENT PROTECTIONIST DOCTRINES. 

Tiik question of the origin of List’s Protectionist ideas has fre- 
quently been raised. The works of the Frcncluncn Dupin and 
Chapla! undoubtedly gave liim some material for reflection, but he 
was really confirmed in his opposition to laissez-foirr by the men 
whom he met in America. While there he came into intinintc contact 
a-ilh the members of a sodety which had been founded at Philadelpliin 
for the encouragement of national industiy. The founder of this 
society was an American statc.smnn named Hamilton, the author 
of n celebrated report upon manufactures, who as far back as 1701 
had advocated the establishment of Protection for the encouragement 
of struggling American industries.* llamilton V argument, as List 
fully recognised, hears a strildng similarity to the thesis of the 
National System,* The Philadclpliian sodety, which was then pre- 

> Tlie luitbors were uaslilo to find a copy of HamnionV works in Tranc'’. tan 
ncrording to Rasfablo {Commerce of Nations, Clh td.. Ixjadon. 1P12, ji'p. 120, 
121) the prineipat argurornt* dedeced by the ivyiort to prove Oio advanlaf'v* o! 
Indusfrj' arc that H permita of greater divi’ ioti of labour, prcvrrita un^inploy- 
rnent, supplier a more regular market than the foreipi, and enconratres 
immigration. 

* It U very probable that Lirt had rend the work ol another Ameeican Pm- 
lecfionipl, D.anicl Raymond, wbce>e Thooyhts or> Potiticei! iTmnocjj,’ spivrao'-l in 
I.SL'rt and ran info four etiitioaa (cf. Daniel Er.ymorA, by Ch.arlos J’atrick NeiH, 
Jkillimore, 1S!)7). Tin's scemr to lx; the opinion of the in.ajcriiy of wTlierf who 
during the last few years have c.epocially cor.eerned tin im^elrr" Trith the (tody 
of Usl'a opinioti-s (MIm Hirrt, In her Life cf J'rinlrieh I.iet, and M. Curt Kol.’ei 
in hi.? book Pri-t/UrraiSieel-,ee zu i’n'fdrfa.t List, Lciprig. 1P?P}. But to regard 
Ravmond a.-! htr only im-pirer, ar Is done by Rambacd in his IILt-'i’c dej D.etrine/, 
reemt to us mere exaggeration. Apart from the facte that Raymond's ides-s 
are not particularly original and that LUl liad lired rome yeanr In America 
in a Prfitectionirl caviroair.ttiU Du nartr quote* him at *11. On the ether 
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rided over by Matthew Carey {the father of the economist of whom 
we shall have to speak by and by), immediately after List’s arrival 
in America inaugurated an active campaign on behalf of a re^irion 
of the tarigs,^ Ingetsoll, the rice-_pT^dent, persuaded List to join 
in the campaign, which he did by publishing in 1827 a number of 
letters which caused quite a sensation.^ They are really just s 
rh-uird of the National S]/stem. ilie policy which in the course of 
a few years he was to advocate in Germany he now recommended 
to the consideration of the Americans. 

But facts were even more eloquent than books, and what chieSr 
struck the practical mind and the observant eye of List was the 

hand, he freqaently end eathusiaEtically refers to both Dapin and Giapla! 
in his Letlers to IngcrsoU, The expression " productive forces ” was probsbij 
borrowed from jBaron D upin’s pro^Essivc dej d-c Is 'Ftcvm 

(Paris, 1827), which .opens with the following words : “ This forms ^ intro- 
dnoticm to a work entitled The Prddtuiire and Commerddl Forces of Fraree. 
By prodztclive forces I mean the combined forces of men, p-nirrmig, aad nates 
tpplied to the work of agricnilure, of industry, or of commerce.” Again, th* 
idea of protecting infant indastries is very neatly put by ChnptaL On p. rid 
of the introduction to his De Tlndusirte frantic (published in 1SI9) we meet with 
the following words ; “ It doss not require much reSection to be convinced cf tbs 
fact that something more than mere desire is needed to overcome the nstnral 
olKtacles in the way of the development of industry. Everywhere we feel tkat ' 
‘infant indastries ’ cannot struggle against older establishments cemented bv 
time, supported by much capital, freed firom wo r ry and carried on by a number of 
trsdned, skilled workmem without having recourse to prohibition in order to over- 
come the competition of foreign industries,” 

It is certain that list, during his first- stay in France, had read these two 
authors, and had there found a confirmation of his own Protectionist ideas. It 
is not less certain, from a letter written by him in April 1825 (quoted by Miss "Hirst, 
p. S3), that he was converted before going to America, bat that he expected to find 
some new arguments there which would strengthen him in his oppxsation to 
Smith, Harris assertion made in his Thearier, vbsr dcr. Mehnctrlh, voL i, p. 33? 
(published by Kautsky, Stuttgart, 1905), that list-’s principal sonree of inspiration 
was Perrier {Da Govvsrmrr.crJ cor^dbri dans sti Fappnrls avec te Comnera, Paris, 
1805) has not the slightest foundation- Neither h^ the attempt to credit Adam 
Muller with being the real author of the conception of “"a national system of poli- 
tical economy. list, we know, was acquainted with Muller, a Catholic writer 
who wished for the rertoration of the feudal system- But to be a German 
writer in the Germany of the mceteenth century was quite enou^ to imbue 
one with the idea of narionaiity. Moreover, Protecrionists’ arguments arc 
extremely limited in number, so that they do not differ very mneh from cs? 
epyoch to another, and it is a compaiariTely easy task to find some precursom 
of Friedrich list. 

' Published in a volume entitled Chdltnes of a Nets S’jsien of Pcliiical Bwrjyrr^, 
in a Series of LtHers addressed hv F. List to Charts IngtrsoU (Phiiadciphia, lS27.j. 
This publication didnot find a place in the collected edition published by Hams-m, 
bat the whole of it has been incorporated in the interesting Life cf Fritdria-. List 
by Margaret E. Hirst (London, 1939). 
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material success of American Protection, just as in Germany he 
had been impressed by the beneficial effects which tcmporaiy Pro- 
tection enforced by the Continental Blockade had produced thcre.^ 
Far from being injurious to the’ economic development of the 
United States, it seemed os if Protection had really helped it. What 
it actually did was to quicken by the spp-ce of a few years an evolu- 
tion which nature herself was one day bound to accomplish. So 
vast was the territory, so abundant the natural resources, and so 
advantageously were they placed for the application of human 
energy that no .system, however defective, could long have del.iycd 
the accumulation of wealth. The similar condition of Germany 
lent colour to the belief that the same experiment cjirricd on under 
.similar edreumstances would also succeed there, ^ 

Accordingly, lust’s work, though not directly connected wi(h 
any knowm American system, is the first treatise which gives a clc.ar “ 
indication of the influence upon European thought of the economic 
experiences of the N'ew World. 

In a beautiful paragraph in the Nnlional Syatnn List hfis himself 
confessed to this, “ When oftenvards I visited tlic United States, 

I cast all books aside — the}’ would only have Ictulcd to mislead me. 
The best work on political economy which one can read in that 
modem land is actual life. There one may sec ^rildemcsscs grow 
into rich and mighty statc-s ; and progress which requires centuries 
in Europe goes on there before one’s cyc.s, that from the condition 
of the mere hunter to the rc,aring of c.'ittlc, from that to agriciilturc. 
and from the latter to manufactures and commerce. There one may 
sec how rents increase by degrees from nothing to important revenues. 
There the simple peasant knows practically far bcUcr than the most 
acute savant.s of the Old World how agriculture and rents c,an Ise 
improved ; he endeavours to attract manufacturers and artiflecr> 
to his vicinity. Nowhere so well as there can one learn the importance 
of means of transport, and their effect on' the mental and material 
life of tlic people- That book of .actual life I imve c-amesUy and 
diligently studied, and comp.arcd with the rc.sults of my pres-jou'- 
studies, experience, nmi reflections.” * 

Though from this point of view List's Protectionism seems 
closely connected with the most motlcm of economic units, a stall 
closer fie links hina to the Mcrcanfilkm of old. Xor did he ever 

‘ Tcu«- wsw Vhf coasiflcratjon tt'-at ln;V.wa-?f4 hira in sjiop’las b, Prta'.j-tl.icm’j'l 
nU.thjdf', Ahljorish hitlvrlo h-’ lisd rcgxrded hlr.iw’if os o dbrij-Ie o! Psiii &ad 
t-Vy. (brtJ/rr <0 /n;;fr<og. p. 173.) 

• AcJi brvo.' Sji'ttn, p. ’>i. 
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dissemble his love for the Sletcantilists, espedally for Colbert, 
He accused Smith and Say of having misunderstood them, and he 
declared that they themselves more justly d^erved the title of 
Mercantilists because of their attempt to apply to whole nations a 
very simple conception which .they had merely copied from a mer- 
chant’s note^book, namely, the advice to buy in the cheapest and 
sell in the dearest market. He disfanguishes between two classes of 
Mercantilists according as they are influenced by one or other of 
two dominating ideas. On the one hand we have those who 
emphasise the importance of industrial education, which is the 
donunant note in List’s philosophy. This idea has quite taken 
the place of the older idea of a favourable balance of trade, and 
has been adopted by such a Liberal thinker as John Stuart Mill, 
whereas the other has been definitely rejected by the sdence. 
Furthermore, the Mercantilism of the seventeenth century was 
a special instrument employed in the interests of a permanent 
policy, which was exclusively national ; while List’s Protection, 
according to his own opinion, was merely a means of leading nations 
towards the possibility of union on a footing of equality. It was a 
mere transitory system, a policy dictated by ciitumstanoes. 

List’s system cannot -be regarded as the mspirer of modem Pro- 
tecfion,“anyTiiOTe than hebims^ can be regarded a' direct descen- 
dant'of'the'oId 'Me^intilists. Even in Germany, despite the great 
literary-success of his work, its influence was practically nil, unless 
we credit it with the slight increase of taxation upon which the 
Zollverein , decided in 1844', and couple with it the Protectionist 
campaign afterwards carried on by List in the columns of his news- 
paper.^ But ihe Liberal reforms carried out by the English Parlia- 
ment under the Premiership of Peel were during that very same 
year crowned by the abolition of the Com Laws. This measure 
caused much consternation throughout Europe, and the confirma- 
tion which Cobden’s ideas thus received influenced -public opinion 


a good deal and gave a Liberal trend to the commercial policy of 
Europe during the next few years. The rigime of commercial treaties 
inaugurated by Napoleon HI was an outcome of this change of 


feeling, ‘ . 

Towards the end of 1879 a vague kind of Protectionism made its 
appearance in Europe. Tariff walls were raised, but they never 
seemed to be high enough. One would like to know whether these 
new tariffs, established successfully by Germany and -France, were 
in any way inspired by List’s ideas. 

’ The ZoUvereirisbhU, vrhicb was pnblisfeedby him towards the end of 1843. 
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It does not seem that they •svcrc. Neither of the two countries 
which have remained faithful to a thoroughgoing Protection any 
longer needs industrial education. Both of tliem have long since 
arrived at that complex state which, according to List, is nccessaiy 
for the full development of their civilisation and the expansion 
of their po^Yer, Germany and the United States have no longer 
any cause to fear England. Their commercial fleets arc numerous, 
their warships powerful, and their empires arc every day expanding. 
Were he to return to this world to-day. List, who so energetically 
emphasised the relative value of the various commercial systems, and 
the necessity of adapting one’s method to the changing conditions of 
the times and the character of the nation, but always laid such 
stress upon the essentially temporary character of the tariffs raised, 
would perhaps find himself ranged on the side of those who demand a 
lowering of those barriers in the interest of a more liberal expansion 
of producti^’c forces. Has he himself not declared that “ in a few 
years the civilised nations of the world, through the perfection of 
the means of transport, through the influence of material and in- 
tellectual tics, will he as united, nay, even more closely knit together, 
than were the counties of England a hundred }tars ago ” ? * Even 
the profound changes in the international economic situation during 
the last si.xty years fail to supply a serious justification for the Pro- 
tectionist policy of the great commercial nations, and the essential 
traits of this new rfgirne differ iolo calo from the outlines supplied 
by List. Far from allowing agriculture to develop naturally, there 
has arisen the cry for some protection for tlic farmer, which h.as 
served as a pretext for a general reinforcement of tariffs in a great, 
number of eases, notably in France and Germ.any'. The competition 
of .American coni has hindered Europe.an ngriculturc from benefiting 
by the advancement- of industry as List had predicted. Modem 
tariffs, itu'olving ns they do the taxation of both agricultural and 
industrial products, imply a concept ion of Protection entirely diflerent 
from Lisl’.s. He would have confined Protection to the most im- 
portant branches of national production — to those industries from 
which the other and scoondara' branches receive their .supplies. Only 

* {>. 230. tVodono; tj-anr mean.i implr f ha: :!iefi('T 7 Tiiinvcf 

List'is dftv war, in rre.alf r need of iVoteetion than Ibe Qenr.sar of to-dar. Ind'^. 
if we ftceept Cluipt.';!’? view, vrv niav well denj thi'i, for, wri'.ing in IfilO. he ea!d 
tl'.at Sasony oeenpied a place in the front rank of nv.rop-.an natscas in the 
of indiiUrr. Sjv.-.king of rni-cia, he deekred th.ii the indtistrrcf Ais-I.r Chipei.v 
ftlone WR."! cnoneh to cefab’is’i :!in fame of any nation {Df VlrA-ixiHf 
Tol. I, p. 75;. ViV nicst nhn rce.a!l the fact that the ha-ds of the p.-c- r - xi ', i-ro-jUritr 
of Germany wi.i kid nndcr a rilin’ of ranch {nmiter freedom. 
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on this ground -would he have justified exceptional treatment^ It is 
an essentially vigorous conception, and -trhat he sought of Protection 
■was an energetic stimulant and an agent of progress. But a tarifi 
which indifferently protects every enterprise, which no longer dis- 
tinguishes between the fertilising and the fertilised industries, and 
increases all prices at the same time, can have only one effect— a loss 
for one producer and a gain for another. Their relative positions 
remain intact. It is no longer a means of stimulating productive 
energy ; it is merely a general instrument of defence against foreign 
competition, and is essentially conservative and timorous. 

To speak the truth, tariff duties are never of the nature of an 
application of economic doctrines. They are the results of a com- 
promise between powerful intereste which often enough have nothing 
in common -with the general interest, but are determined by purely 
political, financial, or electoral considerations. Hence it is futile to 
hope for a trace of List’s doctrines in the Protective tariffs actually 
in operation. His influence, if indeed it is perceptible anywhere, 
must be sought amid the subsidiary doctrines which uphold them. 

The only complete exposition of Protectionism that has been 
given us since List’s is that of Carey,* the American economist. 
Carey was at first a Free Trader, but in 1858 became a Protectionist, 
and his ideas, which were expounded in his great work The Principles 
of Social Science, published in 1858-59, bear a striking resemblance 
to those of his German predecessor. 

Carey, like List, directs his attack against the industrial pre- 
eminence of England, and substitutes for the ideal of international 
di-vision of labour the ideal of independent nationality, each nation 
devoting itself to all branches of economic acti-vity, and thus evolv- 
ing its o-wn indi-dduality. According to him. Free Trade tends to 
“ establish one single factory for the whole world, whither-all the 
raw produce has to be sent whatever be the cost of transport.” * 

* “Neither is it at all necessary that all branches of industry should be 
protected in the same degree. Only the most important branches require special 
protection, for the -srorldng of -which much outlay of capital in building and 
management, much machinery and therefore much technical knowledge, skill, and 
experience, and many -workmen are required, and whose products belong to the 
categorv of the first necessaries of life and consequently are of the greatest im- 
portance as regards their total value as -well as regards national independence 
(as, for example, cotton, woollen, and linen manufactures, etc.). If these main 
branches are suitably protected and developed, all other less important branches 
of manufacture -will rise up around them under a less degree of proteotiom" 
(Noiionai St/slem, p. 145.) 

* On Carey see infra. Book HL 

3 Oaiey, Principles of Soeitd Scienet, 
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The effect of this systt m is to hinder or retard the progress of all 
nations for the sake of this one. But a society waxes wealthy and 
strong only in proportion as it helps in the dcvclojjineiit of a number 
of productive associations wherein various kinds of employments 
are being pursued, which increase the demand for mutual services 
and aid one another by their very proximity. Such assodations 
alone are capable of developing the latent faculties of man * and of 
increasing his hold upon nature. These two traits help to define 
economic progress. Under a slightly different form we have a 
picture of the normal nation or the complex State so dear to the 
iicart of Friedrich List — an ideal of continuous progress as the 
object of commercial policy being suhstilnted for one of immediate 
enrichment. 

Following List, but in a still more detailed fashion, Carey sought 
to show the beneficial effects that the proximity of protected in- 
dustry would have upon agriculture. But unfortunately there are 
other arguments upon which Carey lays equal stress that arc really 
of a much more debatable character. 

Protection, according to Carey, by furnishing a ready niarkct for 
ngriculturnl products, would free ngriculture from the burden of an 
exorbitant cost ofcarriage to a distant place. This argument, which 
List* merely threw out as a passing suggc.stion. continually recurs 
with the American author. But, as Stuart .Mill Justly remarked.* 
if America consents to such expenditure it affords a proof that she 
procures by means of international exchange more manufactured 
goods than if she manufactured them licrsclf. 

Another no less debatable point : The exportation of affricultural 
products, says Carey, cxliausts the soil, for the products being con- 
sumed away from the .spot where they ore gro^m, the fcrtilir.ing 
agents which they contain arc not restored to the earlli ; a manu- 
facturing population in the immmcdinlc neighbourhood ‘ would 
remedy this. But, as John Stuart Mill again remarks,* and Justly 

' Carey, PrincipUj of Social Scicrct. 

• i>olior.al Syrltn, Itook 11, chap. 

• PtmipUt cf Poliliro] £cor^/ny, Rook V, chap. 10, j 1, 

• “ Of ail the thhigfi required fur the j>arj'c;f r; of :nia, the one tl.at k.v«; 

traasporlntion, and is. yet, of at! the nawt iu'.prrt.-vr.t, i» rr.anura. 'Jl;- fciI! c. 
continue to produce on the condition, only, of mtorinc to it the clisr.'W-' of 
which its crop hsd been co.-np-^d. That i‘oir .5 c-urnrb'd with, tin rv.}';lv rf 
food iticrea.^c.*^, and tnen are enabled to come neaTr- tc-eeth'"- and comt-ine tb'fr 
cfTotta— efeYelnpfr.f: ti-.cir uidividual fr..roltie«, and thr.' ineiT'S.';ng their weaith- 
and y-l this condition c! iinproremrat, rsrential aj it K !;« fc-orn 0 Tcr'a-r,Vf t 
by all (Prir.riflff qf S--cici Tol. j. pp. 

• Priori pin r' PcUtirpl .Tfcn.,-i>. Ik-ak T, ctsp, 10, J 1, 
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enough, it is not Free Trade that forces America to export cereals. 
If she does so, it is because exhaustion of soil appears to her an 
insignificant inconvenience compared \rith the advantage gained by 
exportation. 

Carey, finally, was one of the first to'discover in Protection a 
means of increasing wages. Once' the complex economic State is 
established there arises a keen competition between the entrepreneurs 
who require the service of labour — a competition which naturally 
benefits the workman. But this advantage, granting that it does 
exist, is more than counterbalanced by the increased price of 
goods. 

We see that Carey, although sharing the fundamental concep- 
tions of List, employs arguments that are much less valid. Both in 
power of exposition and in the scientific value of his work, the German 
author shows himself vastly* superior to his American successor. 
He is also much more moderate. Carey is not content with industrial 
Protection ; he demands agricultural Protection as well, and the 
duties, though a little higher than those proposed by List, seem 
hardly sufficient for him. 

Despite aU this similarity of views, Carey does not owe his 
inspiration to List. He was acquainted with the National System 
and he quoted it. But American economic literature had already 
supplied him with analogous suggestions. Even more than books, 
the economic life of America itself as it evolved before his very 
eves had contributed to the formation of his ideas. It was the 
progress of America under a Protective regime, it was the spectacle 
of a country as yet entirely new and sparsely populated, increasing 
the produce of her soil as colonisation extended, and multiplying her 
wealth as population became more dense, that-inspired him vith the 
idea of a policy of isolation with a view to hastening the utilisation 
of those enormous resources. More fortunate than List, he saw his 
ideas accepted, if not by the scientific experts of his country (who 
on the whole remained aloof), at least by the American politician, 
who has applied his principles rather freely.^ 

Carey’s doctrine, accordingly, cannot be attributed directly to 
the influence of List It remains to be seen whether List bad any 
influence upon European doctrines. 

He undoubtedly succeeded in forcing the acceptance of the idea 
of a temporary Protection for infant industries even upon Free 
Traders. The most notable convert to this view was John Stuart 

’ On this point sec Jenfa, Henry C. Carey alt NaltonalShorMin, chap. 1 
;Jena, lSS5)i 
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Mill,* But il wns n sonicwliat Platonic concession that he made. He 
thought it inapplicable to old countries, for their education vras no 
longer incomplete, and at best useful only for new countries. 

Can modern Protectionists claim descent from List? In the 
absence of any systematic treatise dealing with their ideas, it is not 
always easy to glean the significance of their doctrines from the 
various articles, discourses, and brochures amid which they arc 
scattered.* Neglecting those writers who arc merely content to 
reproduce the old fallacies of the Mercantile arguments concerning 
the balance of trade,* the majority of them appear to base their case 
more or less explicitly upon two principal arguments; (1) the 
nccc.ssity for economic autonomy ; (2) the patriotic necessity of 
securing n national market for national products.* These two 

> Compare the long parrago in the Pn'neiptu, Bonk V, chsp. 10, §1, vliicb 
begins : " T)jo only cafe in wliich on mere principltJ ot } olitical < conomy pro’.cet- 
ing dutiw tan bo dcfen-siblc is when they nre imposed (emifomtily {efpeci.'illy in 
R young nnd rising nation) in hopes of luvlnmlifing a foreign incltatry, in iteelf 
perfectly FUitnble to the circumslnnces of the country. The rnperiority of one 
country over another in e. branch of production often rariea only from h.'.ving 
begun it eooncr." Stuart Mill, however, doea not refer to List, and one 
wonders whether the jiarngraph ow< a anything to bis inilnenee. 

* We must make an eiccption of M. Ciuwtis, who'e rrotectioniom, on the 

contrary, is a quite logical adaptation of Li.'t's idr.s, vji. the sup'-riority of 
nations po’fefsing a comj'lex economy. This is the only scicndr.c rystem of 
Protection (hat we are to-day acquainted with. But it mtirt be confea-ed that 
the majority of wrilcra are very far removed from point of ricvc. 

Compare hi.s Cmirr i'£coiirm\it pdiVijiif, .ltd ed., a'ol. iti. 

’ Snch,/.g., nre the ceonnmi'ls who nre always rpe.aldng of o “commercial 
dendt," f.e. of an onfavourahV balance of commerce. D-'pite the freqiTenS 
rcfut.atlons which have been given of it. it is still frequently quoted os an naiomatio 
truth. list criticired the tchool for its complete indific.’TCcv to tl;e b.abnte of 
imiKirts ft.nd.exporte. But he did not favour the Mercautilir: th-orj- of the 
iialancf of trade ; on the contrary, be regarded that r.' d'rnitc'y crnd'n'.r.'d 
(p. 21 R). ner«'C>rd'-d the qimatinn from arp<ci.al j'oir.l of view, th.at of mrnet.arT 
equilihricm. When a cation, fays h'*. import* much, but dors no! export a corre. 
sponding awnnnt of gomls. it may l»e forceel to fumirh paytricnt in gdd. and a 
dmin.sce of gold might girensetonfin.aneialcrifi'. Th'indifle rrnce of therehrvtj 
with ngard to this question of the quantity of money is very much rxsgg'-r ,,!,.<5 
(Book n, chap, 13). The fwlicy of the prc.sl centird hanks of tc-day eims tl 
rasing thoec tension.* in rlic fiwG'’y market which apjr.ar as the rmuh o' orrr- 
importation, end in this m.attrr they have proved thrnraclvrs* much fuj>»rior to 
anyayrtcin of ]'JTlicctinn- 

* Fome wxitrr* go even farther. Ratfea {/.V-.-w.iV Fs rf Fra- 

lo'imn lor.gs to fro a national type rrt.abhr-hed |>eeu’.iar to each country, *.» the 
result of forcing the inhab;i.an:» to lie nocr •(,'<! and clruly.: neecrding to th? 
natural rc-'oerem of the country in which limy iivc. We shou’d, aa a. ccr.'*''r,'r.*e 
of this, h.RTe art American type quite rupericr to any F«rnp-.an tvpe, "Th'n.'" 
?*yr be, ■' we thc-yid l>r iiblo to einrciee « pref<ndrri.r,; ir.nuer.ee upm th* fate t-t 
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points of vievr, -whicli are more ot less clearly avoTred and accepted 
as political maxiins, would, if applied with lopcal strictness, 
result in making all external commerce useless. Each nation would 
thus he reduced to using just those resources with which Nature 
had happened to endow it, but it could get little if any of the goods 
produced, by the rest of mankind. These two ideas were not 
absolutely foreign to List’s thought, although they never assumed 
anything more than a secondary or subordinate character. He never 
considered them as the permanent supports of a commercial policy. 

List frequently spoke of making a nation independent of foreign 
markets by means of industry. He considered that nation highest 
which “ has cultivated manufacturing industry in all its branches 
within its territory to the highest perfection, and whose territory 
and agricultural production is large enough to supply its manu- 
fecturing population with the largest part of the necessaries of life 
and raw materials which they require.” But he also recognised that 
such advantages were exceptional, and that it would be folly for a 
nation to attempt to supply itself by means of national division 
of labour — ^that is, by home production — ^with articles for the pro- 
duction of which it is not favoured by nature, and which it can 
procure better and cheaper by means of international division of 
labour, or, in other words, through foreign commerce. Complete 
autonomy is accordingly an illusion. But we cannot deny that 
some of his expressions seem to give credit to the false idea that a 
country which obtains a considerable portion of its consumption 
goods from foreigners must be dependent upon those foreigners.^ 
In fact, it is no more dependent upon the foreigner than the foreigner 
is upon it. In the case of a buyer and seller who is the dependent 
person ? There is hut one instance in which the expression is justified, 
and that is when a foreign country has become the only source of 
supply for certain commodities. Then the buyer does become 
dependent, and List rightly enough had in view the manufacturing 
monopoly enjoj-ed by England — a monopoly that no longer exists. 

other nations and cotdd force them to renotmee their pr^ent economic methods 
and adopt & more highly developed eocial State." Until then no foreign goods 
are to enter the conntiy. Here, as is veiy frequently the case. Protectionism i: 
confonnded with nationalism or imperialism. 

1 merely acricultural State is an infinitely les perfect institution than an 

Bgricnltural-manufachming State. The former is always more or less economically 
and politically dependent on those foreign nations winch take f.-om it agricultural 
prtjducts in exchange for manufactured goods. It cannot determine for itself 
' how much it will produce ; it must- wait and see how much others will buy from 
It,” (Saiicvtl SytUm, p. 145.) 
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He also spoke of retaining the home market for home-made 
goods ; but he lliougiit liiat this guarantee would of ncce-ssily have 
to be limited to tlic period when a nation is seeking to create an 
industry for itself : at a later period foreign competition becomes 
desirable in order to keep manufacturers and workmen from in- 
dolence and indifference.’ 

At no period was List anxious to make economic, autonomy or 
the prcscrs'ntion of the home market the pivot of his commercial 
policy. TIic creation of native industry is the only iustiflcation of 
protective rights, but this is the one point which modem Protec- 
tionists cannot insist upon without anachronism. 

List left no marked traces of his influence either upon practical 
politics or upon ProtcctionLst doctrines. It is in his general views 
that we must seek the source of his influence and the reason for the 
position which he holds in the history of economic doctrines. 


m : LIST’S HEAL OHIGINALITY 

! List’s method is essentially that of the pioneer. He was the first 
to make syslcmalic use of historical comparison ns a means of 
demonstration in political economy. Although he can lay no claim" 
to be the founder of the method, still the brilliant use which he 
•made of it justifies us in classifying him ns the equal, if not the 
superior, of those who at the same moment were attempting the 
creation of tlic Historical school and the transformation of history 
into the essential organon of economic research. 

List also introduced new and useful points of view into economics. 
The principle of free exchange as formulated by Smith, and especially 
by Ricardo and Say, was evidently too absolute and rested upon n 
demonstration that was loo abstract for the ordinary politician. If, 
as List justly remarks, the practice of commercial nations has so 
long remained contrarj' to a doctrine that all economists regard as 
admirable, it is not without some just cause. As a matter of f.act, can 
the slatc.sman ever place himself outside of the point of view of 
national interest of which he is the custodian ? It is not enough for 
him to know that the interchange of products will in some degree 

' " A nsUon whlcb h.m ntrrntty nttaiti't! m.'nufnclvri.ar fr.jtrrKtcy can cr.iT 
pro(f-ct it.' own n'.anefr.ctnrrr nrif! tr.'>rrhr.n!* pgsit'.'V retrern-awon htA ir.dol- 
once by ttn> free iraportfitien o! ewar,' o! re'b'bteace tntl raw Rf.'.e.-’s.h. and 
by the cotTi!«tt!'vkncif fcTTlgn rr.'msf.w'.ttred gty-d?.'' p t.SS.) 

llr-n" ih" ftpjv'.l lo nnsinnd in the r.'nte of ih!' (bf^ry %e> b*r t'.rif?-. 

bnt to prs'-fuHy «.!!ow Fmocy. Om-ssay, nad ih^ Unit'd Kutf. to cor.tir.n* 
it'lr*. 
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increase wealth.^ He must be certain that this increased -wealtb 
^iil benefit his o'wn nation. He must be etjually ■well assured that 
Free Trade will not result in too sudden a displacement of population 
or industry, the social and political results of which might be very 
harmful. In other words, political economy must be subordinated 
to politics in general, and to-day there is no single economist who 
does not recognise the impossibility of separating them in practice.*! 
There is none that does not perceive the influence of political power 
on economic prosperity,and that consequently does not recognise the 
necessity for the difierent complexion which the peculiar circum- 
stances of each country imposes upon the practical application of 
the principle of commercial liberty. 

I This is not all. List by abandoning the favourite habit of 
eighteenth-century writers who contrasted man and society, and by 
giving tfs a picture' of man as he really is, as a member of a nation, 
has introduced a fruitful conception into economics of which we 
have not yet seen the full results. He rightly treats of nations not 
^ merely as moral and political associations created by history, but 
also as economic associations. Just as a nation is politically 
strengthened by the moral cohesion of its citizens, so its economic 
cohesion increases the productive energy of each individual and 
enhances the prosperit}’^ of the whole nation. 

And Governments, while charged with maintaining the political 
unity of a country, ought also to retain its economic unity by sub- 
ordinating all local interests to the general interest, by preserving 
intact the liberty of internal trade, by organising railways and canals 
on a national basis, by keeping watch over the central bank, and by 
aiming at a uniform code of commercial legislation. This was the 
programme outlined by List in his paper the Zollvereinsblail. 

This belief in the power which a unified economic organisation 
can bring to a nation is by no means too common among individual- 
ists, who at bottom are often particularists. But List possessed it in 
the highest degree, i He devoted many years of his life to advocating 

* See M. Pareto’s Ecorumm Polilica (Milan, 1906) for a demonstration that 
"international exchange is not necessarily advantageous for both parties (chap. 9, 
§45). . 

’ But the line is sometimes difficult to follow. Latterly statesmen have been 
concerned not so much with the exportation of goods as wi^ the migration 
of capita. Ought the Ifinister for Foreign Affairs to veto the raising of a loan 
in the homo market on behalf of a foreign Power or an alip company 1 To whst 
extent ought hankers and capitalists to accept his advice 1 Such are some of the 
questions that for some years past have been repeatedly asked in France, England, 
and Germany. And it seems in almost every case that political economy bar 
had to bow before political necessity, and not vice versa. 
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the establishment of a German railway system, and it was heT.\ho 
traced the principal highways which have since been established 
in Germany, j Protection, in his opinion, was one means of increasing 
the economic cohesion of Germany, because of the solidarity of 
interests which would result from the presence of a powerful industry'. 

With similar enthusiasm he devoted himself to two apparently 
contradictory tasks — the suppression of inter-Slate duties and the 
c.staV)lishment of protective rights. To him there was no element 
of contradiction in this, any more than there would be for us in a 
national system of political economy' with no protective rights.^ 

He also extended the political horizon of the Classical school and 
substituted a dynamic for their purely static conception of national 
development. Ilis thorough examination of the conditions of 
economic progress is. a contribution to the study of inlernnlional 
' trade exactly' analogous to the conlrihulion made bj' Sismondi to 
the study of national welfare. But, unlike Sismondi, who wished to 
retard this progress, he is anxious to stinivilnle it, and so he charges 
the State with the duly of safeguarding the future prosperity of the 
country and with furthering its production. The actual procedure, 
involving ns it did the establishment of protective rights, may 
appear to us to he unfortunate.* But the idea which ins]urcs it — the 
recognition that in the interests of the fnlun; national power has n 
definitely economic rolf — is essentially sound. To-day' it is n mere 
commonplace, but when List enunciated it it was cpiitc a novel . 
idea. 

In nllempling to define List’s real signific.'incc one feels that 

* It ii very remstlavW'' tlirvt Lirt’s greatest admirer. Dni rla;:. in li?'.' KriU^-hf 
Oft'hichtt d'r NaU'rnaUdximTTntf, urtd d't (2nd ed.. p. rG2). in- st'i on 

the tact that Protection h not an e.a-en*.jnl c!cr3'‘n*. hut a in'-m ii'njore.'r form 
ot the principle o5 national eeonomic rolidarity, rthich i' L’sl’s land amen; .al een 
ception. and wliich inn.*t rnrvive all fonr.- of Protection. Dru.nr.r it t!," onlr 
real rnceec'or of l.bt and Carey. Ife h.'j< d^vrlop'd th'ir id',”.’? with n ftre.al 
deal of ahilitr and h.ns rho'»-n him'elf a rerdiy rcirr.tii'e thinker. Pql what 
he chiefly ndmirea in Ixrth tsviters i< not their Prot'ction. hut ti.'ir egort to hr 
hold of th* material .and moral ferws irhirh lie Worr the.mrrt f.ar t f>5 cs'kanr’'. 
and upon wliich a nation'* prosperity re.al’y dej'-nd,’. Hit A'creu,' dn .VcJi-'a.ri- 
Sfzial-ctLfrruyr^if (Ih-rlin, IS73) i» very inteotft r.f; read-nt". 

’ llxcfp! Ill'- t'Ainl-h’im'viian'- r.ol''’dy .'••emr to. hav'- ronc.dwd e! tr.“ S'.'.te** 
rr''ptr.’;iHlify for a natjonV predimtive force*. T.?!t rrferr. to them rrrtuothet:?. 
ally. c.’'pevi.arir to fli'r-o tj-ho. like Michel Cimvsli'r. "foeehl to fh'.-orrr tf.c f.-n- 
nection of thc'c dfstrin'”-. with thwe of ifcr premier .'chroh, and to tr-cke tt.rir 
id'-aa camp.atiWe with exbtine rirctim»iar.”r* ” f.Vtitica,-;! p. 2?w), I'et 

Ij't digrra from them in Ji!'> love of individnsl lil-rty and in the imfs-rt.-r,:* 
wh'fh h.a ntt:,e!i”T to moral, pofilicr.!. and intelle r'eal lib-rty *.* ci'mfr/.e of 
rre<lne;jrf eKtiency. 

r.n. <xf 
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he failed in the achieYement of Ms cMef aim. He has not succeeded 
in breaking down the abstract theory of international trade. On 
the other hand, he did make a real contribution to economic science, 
a contribution wMch the whole of the nineteenth century seemed 
bent upon emphasising, namely, that the CTassical writers had been 
too ready to draw universal conclusions from their doctrines, forget- 
ting that in economics it is never safe to pass from pure theory to 
practical applications without taking account of the intermediate 
lirfc and making allowance for change of time and place — considera- 
tions which abstract theory rightly avoids. List’s merit lies in his 
having emphasised this truth, especially in the region of international 
trade, and in his doing it just at that particular moment, j- 


CHAPTER V: PROUDHON AND THE 
SOCIALISM OF 1848 

Peoudhok comes next, though Ms place in the Mstory of economic 
doctrines is not easily defined. lake all socialists he begins with a 
criticism' of the rights of property. The economists had carefully 
avoided discussing them, and political economy had become a mere 
resuml of the results of private property. Proudhon regarded these 
rights as the very basis of the present social sj'stem and the real 
cause of every injustice. Accordingly he starts with a criticism of 
property in opposition to the economists who defended it. 

But how can we reform the present system or replace it by a 
better ? Herein lies the difficulty. Bom twenty years earlier, 
Proudhon, like many others, would perhaps have invented a Utopia. 
But what was possible in 1820 was no longer so twentj- years later. 
Public opinion was already satiated with schemes of reform, Owen, 
Saint-Simon, Fourier, Cabet, and Louis Blanc had each in Ms turn 
proposed a remedy. The fancy of reformers had roamed at wiU 
over the whole wide expanse of possible reforms. Proudhon was 
well acquainted with all these eSorts, and had come to the conclusion 
that they were ail equally useless. Hence he turns out to be a critic 
of the socialists as well as of the economists. 

Proudhon attempts the correction of the vices of private property 
without becoming a party to what he calls the “ crass stupidity of 
socialism.” Every Utopian scheme is instinctively rejected. He 
cares notMng for those who -view society as they do macMneiy and 
tMnk that an ingeiuous trick is all that is needed to correct aH 
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nnointtljcs and to reset the machine in motion. To him social life 
means perpetual progress.* He knows that time is required for the 
conciliation of those social forces tliat are warring against one another. 
He was engrossed ndth his attempt to find n .solution for this difficult 
problem when the Revolution of 1848 broke out, and Proudhon, 
suddenly throwm into action, finds himself forced to express his 
ideas in a concrete form, such that all could understand. The critic 
has to try his hand nt construction, and almost despite himself he 
outlines another Utopia in his Exchange Rank. 

Other writers had sought n solution in the complete ovcrtlirow of 
the present methods of production and distribution. But Proudhon 
thought it lay in improved circulation. It was an ingenious idea, and 
it ifeserves mention in a luslory of economic doctrines bccaurc of 
the truth, mingled with error, which it contains, and because it 
has become the type of a series of similar projects. It is upon this 
conception that we wash to dilate here. Ix;aving aside his other 
ideas, which are no whit less interesting, we shall treat of Proudhon 
the philosopher, moralist , and politicai theorist only in so far as these 
have influenced Proudhon the economist.* 


1 ; CRITICISM OF PRIVATE PROPERTY AND SOCIALISM 
Tnr. work that first brought Proudhon to the notice of the public 
was a book published in 1840 entitled Qu'esJ-ce qnt h ProprUUf 
Proudhon was then thirty-one years of agc.^ Born at Iksanyon. he 

’ Phdotophit du Prn;;rh, (F.mrts, vol. xa, p, JO: ” G.'TiTrtb h e'^'ratisl )o 
ihoURlit, and Intth or rc.vlily Tslirtlipr in nature or in human nfi.airs ii e'.’-enliftlly 
historical, nt one time advancing, at nnoth-r receding, evolvingrltitvly, hu! aln-.awi 
tind'.-rpning some change.” In hi’ C£>r.:rridt>fiV,r.« Icor-mniqx'.rt he ripfinre rocia! 
Ecii'iico afl ” the nyMeinsti*icd f tndy of fsociety, not merelj’ a,’ it rv-as in the 
or will be in tlie fntnre, hut ae It b in ti)e prceenl in all it« manifold app^ar.*.n'-e~, 
for only hy looking at the whole of it.a acUvitiee can we hop^ to difcover intrii!* 
gcnce and order.” (Vol. i. p. 43.) " If we apply tlib conception to the orpani'a- 
tion of Infxnir we cannot epree with the cconombta whc:i they ray Skat it )■> 
already completely organwed, or with the socbU’ta when they declare tixat it 
rnu."t be org.ani'cd, but rimply that It Is gradu.iily organi'ing it'>U ; tint i'. ttnat 
th" proeers of orgnni’ation has gen" on since time immcntotial and i’ rlilt going 
on, and that it wifi continne to p.s on. 8--ienc>' should slw.-.yf I- on the look-’ct 
for the tc’cdts that have aireadv Iwen acliieved cr are on the poi.ut of fr .al:»a)!-''n,” 
(Voi. 1, p. 45.) 

* K vigorous expa-ition of hb otl.-^r ide»« i« giver, in Ijs -Vri-r/-? 

dt Pn'MHirn (Paris, IPll). 

'The following are Prondhon'e pcinciptal works: iP4f', paV-'f-i-e .-o? Ir 
Praprii!( f (rtudirs in ethics and poll’. its); ISlb. d(t Cc rt'cdi'r?: 

(the ” j hi!o^^phy of dcofittitioa ") ; ISt'. O-ir-'-'erti-.n ctj CrHi! ri 
it ta ft S'-f-Jit-n cu Prx’H—if r.r-cruJ; ISih, Ph-.m! it U 
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was the son of a brewer,i and was forced to earn his living at an early 
age. He first became a proof-corrector, and then set up as a printer 
on his own account. Despite hard work he became a diligent reader, 
his only guide being his insatiable thirst for knowledge. The right 
of social injustice had sent the iron into his soul. Economic questions 
were faced with all the ardour of youth, with all the enthusiasm of 
a man of the people speaking on behalf, of his brothers, and with all 
the confidence of one who believes in the convincing force of logic 
and common sense. All this is very evident in his brilliantly imagina- 
tive work, ilingled with it is a good deal of that provoldng swagger 
which was noted by Sainte-Beuve as one of his characteristics, and 
which appears in all his writings. 

Throughout this treatise from first page to last there periodically 
flashes one telling phrase which sums up his whole argument, 
“ Property is theft.” * 

tociaJe, Bangui d'Bchange; 1849, Lea Conjes-iions d'un Rlvclutionnaire •, 1850, 
IrJirii el Principal (a discnsrion between M, Bastiat and M, Prondhon) ; 1858, 
Dt la Jufiice darn la Rexclulian el dans VLglise (three volomes) ; 1861, La Guerre 
ti la Paix ; 1865, De la Gapadll pdlitigue dts Classes ouvriires. Onr quotations 
are taken from the (Euvru complUu, pnblisied in twcntv-six voltmes by Lacroii 
(1867-70). ' ' : 

^ “Do you happen to know, madam, what my father was 7 Well, he was just 
an honest brewer whom you could never persuade to make money by selling 
above cost price. Such gains, he thonght, were immoraL ‘ Hy beer,’ he wonid 
always remark, ‘costsmesomnch.inclndingmysalary. I cannot sell it for more.’ 
What was the result ? My dear father always lived in poverty and died a poor 
man, leaving poor children behind him. ” (Letter to Madame d’Agoult, Corn- 
tpondar.ce,, vol, ii. p. 239.) 

* It has been said that Proudhon borrowred this formnla from Biissot de 
Warville, the author -of a work entitled Rtchtrches phUosophigues sur It Droit 
de Propriili it sur.le Vdl, considirls dans la Nature ti dans la SociltL It was 
first published in 1780, and reappeared with some modifications in voL vi, 
pp, 261 el seg., of his Bibliothigue philosopJiigve du lAgUloleur (17S2). But 
this is a mistake. Proudhon declares that the work was unknown to him {Justice, 
voL i, p. 301) ; and, moreover, the formula is not there at alL Brissot’s point of 
view is entirely difierent from Proudhon’s. The former believes that in a state 
of nature the right of property is simply the outcome of want, end disappear* 
when that want is satisfied ; that man, and even animals and plants, has a 
right to everything that can satisfy his wants, but that the right disappears 
with the satisfaction of the want. Consequently theft perpetrated under the 
pressure of want simply means a return to nature. The rich are really the - 
thiev^ because tbey refuse to tbe culprit tbe lawful satisfaction of his needs. 
The resnlt is a plea for a more lenient treatment of thieves. But Erissot is very 
careful not to attack civ3 property, which is indispensable for the growth of 
wealth and the expansion of commerce, although it has no foundation in a 
n3turalright(p.333). There is no mention of unearned income, Prondhom ou the 
other hand, never even discusses the question as to whether property is based 
upon want or not. He would certainly have referred to this if he had read Brissot, 
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TIjc question then arises ns to whether Proutihon rcgariis all 
properly as theft. Docs he condemn appropriation, or is it the tnere 
fact of possession that he is inveighin" against ? This is hov.- the 
public at large have viewed it, and it would be useless (n deny tliat 
Proudhon owes a great deal to this interpretation, and the consequent 
consternation of the bourgeoisie. But his meaning is quite different. 
Private property in tl)c sense of the free disposal of the fruits of 
labour and saving is in his opinion of the very essence of liberty. At 
bottom this is nothing more than man’s control over himself.* Cut 
why ntf.'ick property, then ? Property is attacked Irecausc it gives 
to the proprietor a right to an income for which he has not worked. 
It is n )t properly ns such, but the right of csciient, that forms the 
butt of Proudhon’s attack ; and following the lead of Owen and other 
English socialists, as well as the Saint-Simoninns, he directs his eliargcs 
against that right of escheat which, according to circumstances and 
the cliaracter of the revenue, is variously known ns rent, discount, 
money interest, ngricultnrnl privilege, sinecure, etc.* 

Like every socialist, Proudhon considered that labour alone was 
productive.® Land and capital without labour were useless. lienee 
the demand of the proprietor for a share of the produce ns a return 
for the service wiucli Ins cajutal has s'icldcd is rnclically false. It 
is based upon tlic supposition that cajatal by iLsclf is productive, 
whereas the capitalist in taking p.aymcnt for it lilcnally receives 
something for nothing.* 

* Coniraiiictiors, vol. i, pp. 21 P. 221. 

’ lUrumi dr la <JtK.<!ujn * p.29. We meet will) the r.aro'' idcii in oth'r 

psst.ages. “ Property under the intlu'’nce of division of tibour ha" hecom" n nwre 
link in the chsin of circulfltio'a, and the projirietor hinirrU r kind ot toU-psv'.hrrrr 
who dcinanib n toll from every comaiodiiy that pa-’^f' h!< wr.y. ProjAcrty i< fh'- 
real thief." (Ran^iif d’Ertnnjr, p. If.a.) AVc mu-'t n. 1^0 rcnirir,l.>rr that Proudhr)!) 
did not coaaidcr that taking interest wai' nlwny<; iUrral. In th'' eon»rovfr»y 
with Basti.at hr ndmit" that it vra!i nrces?.ary in thr part, h'.il th-.t ht: t.i.' found 
R way ot pelting rid of it nltoprthrr. 

• We um-.t di .SinOTi'h l^^twcen thi’ nnd M.arx's doctrin". Jf.arx l>!!ir'rrd that 
r!! value {■« the product of l-abour. Proudhon refu'c? |r> r.diult thu. He think-* 
lint vahi.- *h-'nh! in some way correspond to the tjaantily ot ial»at!r, bn! thr.t 
thi<i i« not Ihecr'e in prc'ent.day rociety, Marxwa* rjuitc aware of th" far; tl.r.l 
Prtmdhen did not share hi' ri-WA {isce iti'hf dr hi Ph>-c.’ •■■',{'). IVrnd:;; n 
follow? Rodbertu', who l.aupht that the product' only an'! r.st their v.atu' i r.re 
provide] hy iabour. 

‘ /V.-ip*ikO. Irr '!^nr,{rr, pp. L’-i-lSg. It »• frj» that Proudhon add* llsal 
without hand and e.apil.a! lalmur weuhl K-* unj oadurtive. But };•* i-vnri frrr-t' 
ins quRiific.a’.ion' when tic pr^'icctsi* to draw cenriusion!'. c*p*‘*:i*.iiv wV^ri he 
eomra to give nn cxpo'i'.icn of the Eichar.ce.Jlink, where we rr.'el with tV.* 
fehowinp.scntrnce ; ${vnr'y U Ind!: up n* ba’ovrs ; Aii th- raw maters’ re ir.ired 
ir pratuitoasiy «*jpp!ied by r.'mre, to that in ihr eeonoKje te-ar'd rrery prsyjcct 
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Ail this is simply tiieft. His own definition of property is, “ The 
right to enjoy the fruits of industry, or of the labour of others, or to 
dispose of those fruits to others by wiU.” ^ 

The theme is not new, and the line of thought will be re- 
sumed — ^by Rodbertus among others. The originality of the work 
consists not so much in the idea as in the brilliance of the exposition, 
the vehemence of the style, and the verve of the polemics .hurled 
against the old arguments which based property upon labour, upon 
natural right, or upon occupation. A German writer* has said t^t, 
published in Germany or in England, the book would have passed 
unnoticed, because in both those countries the defence of property 
had been much more scientific than in France.® 

The whole force of the work lies, not in itself, but in the weakness 
of the opposing arguments, and this fact is quite sufficient to give it 
a certain permanent value. The treatise sent an echo through the 
whole w’orld, and its author may be said to have done for French 
socialism what LassaUe did for German. The ideas set forth are not 
new, but they are expressed in phrases of wonderful penetration. 

There is also a wealth of ingenious remarks, which, if not, 
perhaps, true, deserve retention because of their originality^ How 
such spoliation on the part of capitalists and proprietors can continue 
without a revolt of the working men is a question which has been 
asked by every writer on theoretical socialism, without its full import 
ever being realised. Is there not sometlung very improbable in this ? 
The problem is a curious one, indeed, and requires much ingenuity 
for its solution. Slarx disposed of it by his theory of surplus value. 
Rodbertus in a simpler fasluon showed ‘the opposition between 
economic distribution as realised in exchange and the social distribu- 

is really begot oi labour, and capital must be considexed unprbductiTe.” Else- 
where he writes j “ To work is not necessarOy to produce anything.” (Soluiim 
du ProbUm^ tocial, (Euircs, Tol. ti, pp. 361 el teq., and p. 187.) 

^ Propriill, ler M&moirt, p. 133. 

* L. von Stein, Gesdhichie der tozialer. Bctcegung in Franhreich, voL iii, p. 362 
(Leipzig, 1850). A remarkable piece of work altogether. 

* It is true that Proudhon’a attack is entirely directed against the ethics of 
private property. He shovra how every jostiScation that is usually oBered, such 
as right of occupation, natural right, or labour, cannot justify the institutioa a* 
it is to-day. Private property as we know it is confmed to the few, whereas 
on these p^ciples it ought to be widely diSused. Criticism of this kind is col 
very difficult, perhaps, but it does nothing to weaken the arguments of those 
who would Jusufy property on the grounds of social utility. The criticism of the 
Saint-Simonians, who approach it from the point of view of utility and product ive- 
ness rather than from the ethical standpoint, seems to be much more profeurd. 
This is why we have regarded them as the critics of private property. 
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lion which Itirks behind it, ProiidJjon lias his own solution. There 
is, says he, between master and men continual tniscaleulalion.* 
The master pays each workman in proportion to the value of his 
own individual laViour, but rc,scrve3 for hintscif the product which 
results from the collective force of all — n product which is altopcthcr 
superior to that yielded by the sum o! their individual efforts. This 
excessive product represents profits. “ It is said that the c.apilnlisL 
pays his workmen by the day. Dut to be more exact we oupht to 
say that he pays a per dim wage multiplied by the number of 
workmen employed each day — which is not the same thing. For 
that immense force which results from union and from the harmonious 
combination of simultaneous efforts he has p.aid nothing.' Two 
hundred grenadiers can deck the base of the I/anjsor statue in a few 
hours, a task which would be quite impossible for one man though 
he worked two hundred days. According to the capitalist ret koning 
the wages p.aid in both eases would lie the same." * “ And so the 

worker is led to believe that he is paid for his work, whcrc.'is in 
reality he is only partly paid for it. Even after receiving his wage 
he still retains a right of property in the tilings which he has pro- 
duced." * His explanation, though s’ery subtle, is none the less 
erroneous. 

The appearance of the pamphlet made Proudhon famous, not 
merely in the eyes of the public, who knew little of iiim beyoiid hi.s 
famous formula, but also in the opinion of the economists. Hlaiujui 
and Gamier, among others, interested themselves in his wc.rk. " It 
is impossible to have a higlicr opinion of anyone than I have of 
yon,” svrites the former.* Hlanqui by bis favourable rejKirt to the 
Academy of Moral Sciences was instrumental in thwarting the 
legal proceedings which the Slinislcr of the Interior was .anxious 
to take against Proudhon. And it was upon Gamicr’s advice that 
the publisher Guillauiniti. allliough a strong adherent of orthmiox 
economies, consented to issue a new work by Proudhon in IH4<i. 
The Iwok was entitled Les Cottintdiefions fcoiwmi^pics, and Guillnuinin 
was not a little st.artlcd by it,* 

* ‘’'nii.i in tho fundamratn! o! myi'irrt iSii-'Oirr." (Qenled hvF.-.inie- 

in live. P. J. Prtnid’iOTt, p. P^i.) lister on he c-onijiUias tt;nt ti;'' tc.-s 

ii-vor evc!) di;cn> -fd. 

* Profriftf, to- Hinfirf, p. PJ, 

* ri;:.. m. 

* Bi-anqui’ii IcUrt datrd ^t.sy 1. IS-tl, in rvpiy to B t'or^rncniea’.ion fma'. 

rroediton eoctvming llie Mm irr on poj-ertv, 

‘ Cf. Saintr-lkavr. P. J. IVcoieAsa. pi. Ov. gCi; r.!* 5 cn lld<i |<,;:a 
I’roudlioti'* Biaaiiag lelterB *.u Geiiianiain (Cc'T<#p.Tr.;.ir.cc, to’, ii). 
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The sympathy of the econonusts is eaaly explained. They 
realised from the first that Proudhon was a vigorous opponent of 
their views, but it was not long before they discovered that he 
was an equally resolute critic of socialism. Let us briefly examine 
his attitude with regard to the latter.* 

No one has ever referred to socialists in harsher terms. “ The 
Saint-Simonians have vanished like a masquerade.” ^ ” Fourier’s 
system is the greatest m}’‘stification of our time.”* To the com- 
munists he writes as follows : “ Hence, communists 1 Your presence 
is a stench in my nostrils and the sight of you disgusts me.” Else- 
where he says : “ Socialism is a mere nothing. It never has been 
and never will be anyi^hing.” * The violence of his attitude towards 
his predecessors springs from a fear of being confused with them. 
The procedure is intended to put the reader on his guard against 
all equivocation, and to afford liim valuable preparation for appreciat- 
ing Proudhon’s solutions by showing how utterly impossible the 
other solutions are. 

- His attack upon the socialists roughly amounts to a charge of 
failure to realise that the destruction of the present rdgime would 
involve taking a course in the opposite direction. The difiicult 
problem which he set out to solve was not merely the suppression of 
existing economic forces, but also their equilibration.* He never 
contemplated “ the extinction of such economic forces as division 
of labour, collective effort, competition, credit, property, or even 

* Proprilii, ler Mimoire, p. 203. 

* An article in Le Ptuplt, in 1848. Proudhon’s attacks are more especially 
directed against Fourier. Fonricr's was at this time the only socialist school 
that had any inhuence, and this was largely due to the active propaganda of 
Victor Considerant. See Coviradiciions, vol. ii, p. 297, and Propriiil, 1 er MemoirtS 
pp. 153 rf seq. 

* Coniradieikms, vol. ii, p. 285. For the attack on Cahet, Lonis Blanc, and 
the communists see the whole of chap. 12 of the Gpntradidions. Louis Blanc 
“ has poisoned the working classes with his ridiculous formnlse ” (Idie gbiiradt 
dt la Rcvolaiion, p. 108).- Louis Blanc himself is summed up as follows : " Ho 
serionslv thought that he was the bee of the Revolution, but he turned out 
to be only a grasshopper.” (Ibid.) 

* I believe that I am the first person possessed of a full knowledge of the 
phenomena in question who has dared to uphold the doctrine that instead of 
restraining economic forces whose strength has been so much exaggerated we 
ought to try to balance them against one another in accordance with the little 
known and less perfectly understood principle that contraries, far from being 
mutnally destructive, support one another just because of their contrary nature.” 
(Jvstice, voL i, pp. 2G5-2CG.) The same idea also finds expression on pp. 302-303, 
Elsewhere he remarks that what society is in search of is a way of balancing the 
natural forces that are cont.ained within itself {Rii'dlution dimonirU par It Coup 
cVEiai, -p. 4o). 
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economic liberty.” * Ilis chief concern ^vnfi to prererve them, but 
nt I he snme time to supprc-ts the conflict that cxirt.s between 
them. The Bocialisli! aim merely at destruction. For com- 
petition they wo\ild substitute an associative org-anifation of 
labour; instead of private property they would set up community 
of goods * or collectivism ; instead of the free play of persona! 
interest they would, according to Fourier, s\ihstitulc’ love, or love 
and devotion, as the Saint-Simonians put it, or the fraternity of 
Cahet. But none of these satisfies Proudhon.. 

He dismisses association and organisation as being detrimental 
to the liberty of the worker.* ^Lalwur’s power is ju.st the result of 
“ collective force and division of labour.” Liberty is the economic 
force par excellence. ” Economic perfection lies in the absolute 
independence of the workers, just ns political perfection consists in 
the absolute independence of the cili7.cns.” * “ Liberty,” he remarks 
in an address delivered to the electors of the department of the Seine 
in 1848, “is the sum total of my system — liberty of conscience, 
freedom of the prc.ss, freedom of labour, of commerce, and of teaching, 
the free disposal of the products of labour and industry — lihcrly, 

* “ Division of hltour, collrclivc force, competition, cxch.snge, crwlit, property, 
rnd even liberty — there are the tme economic forces, the r.w msterial.i of all 
Tre-vUli, whioli, withont aotuelly makin:; men the slaves of one another, pire entire 
freedom to the prodtieor, en*-*. lua toil, aroure hi-s enthnii.esni, »nd doviWe his 
produce by cretitinp n real rolithirity vrliich k not b.ved upon perror.*.! consldtra* 
tions, hut which hinds men together with lies stronger thr.n r.ny which sympe- 
thetio coinbiantion or volnnfAry contrnet can supply." {Jdh 'gh-.lftdt de In 
{Ih'nSulion an XJX‘ Si'H'., p. t',’!,) Tli>' economic forces nee rptnewhs.t difT'-ri-nt'y 
enumerated in chap, 1" of Ixi Ca^aci'.f drt Chtf'S truirilrej. AsroeivJon r.r.d 
mutunlity nre iiiehtif'n''d ; but while retognifipr. the prestige of th* word “ c.sso- 
eintion." cspociRlIy among working men, I'roudi;on conclude'; thrd the oniv rev! 
e.s'ooiation is mutuality — not in the reri'e of a mutual aid eociety, which b" 
thinks Is nltogcth'T too narrow. 

’ It Is true that Fourier wa« not n communifU Proudhon shows thtt en th* 
one hand hi« I’hal instore wwtld nbolish interest, svinls S; would give » special 
remuneration to talent on the other, eimply Imcau'e " talent is t pncclue t of revirty 
rath-r than a gift of nature.” (rroyriV'A ler tfe-i-irs. p. l.'e.; 

* Prosidlu'ri's ripp:>dtion to the principle o! icxedaiion va,-a- terrrrk-.i 

He refers to it more than once, hut esp'ci.aiiy in th" l<i(t df fu /TA-ht- 

lira. "Can .•.•soei.ation be regarrled es an eeonontic force T Per tuy own ps«< 1 
dl'linrtiy say, Ko. By itself it is steriie, even if it de.t.«. not eh •-'« produ-t-cr., 
breriurs of the lirnit* it puts upon th^ Hberty of th- werktr.” (P. f-?,} " Art->ria- 
tion iri' .nns tb.at everyone is re'por.'sble for eernTne el"'. th- tr.wt cc'ur.'s as 
much as tho pre-atest, the young-«t c' tlm oMeet. It grus rid of ir.f^usiitv, 

with the rr*oU that there i* gsr.er.al owkw-andness r.nd ir.rap; city." 

* fit Pi-':>-’uJioa af-a'iet-e'- jvrr if Coup pp. 53, r,t, EVewh-res “VThen 

yon s;--ah of orga.oinng Ink-nr it e—ms r.s if yon wf.n'd p-j* p;;; >'■,, of 
hberty.” (Ovitiix-Uisn siu Crofil ti e'e » tr tSTue-er. srsh vi, p, DJ.) 
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infinite, absolute, everyvrhere and for ever.” He adds that his is 
“ the system of ’89,” and that he is preaching the doctrines of 
Quesnay, of Turgot, and of Say. Indeed, it vould not be difficult 
to imagine ourselves reading the Classical rhapsodies concerning the 
advantages of Free Trade over again.^ 

Co mm un is m as a juridical system is rejected no less ener- 
getically. There is no suggestion of suppressing private property, 
•which is the necessary stimulant of labour, the basis of family 
life, and indispensable to all true progress. His chief concern 
is to make it harmless and toplace it at the disposal of everyone.* 
“ Commumsm is merely an inverted form of private propertj'. 
Communism gives rise to inequalities, but of a different character 
from those of property. Property is the exploitation of the weak by 
the strong, communism of the strong by the weak.” * It is still 
robbery. “ Communism,” he exclaums, “ is the relipon of misery.” * 
“ Between the institution of private property and communism there 
is a world of difference.” ® 

Racial devotion or fraternity as possible motives for action are 
not recognised. They imply the sacrifice and the subordination of 
one man to another. All men have equal rights, and the freer 
exercise of those rights is a matter of justice not of fraternity. 
Proudhon thinks the axiom so very erident that he takes no trouble 
to explain it, but merely gives us a definition of justice. In his first 
Mimoire it is defined as ” a kind of respect spontaneously felt and 
reciprocally guaranteed to human dignity in any person and under 

* Proyrammt rivolviiomujire. To the electors of the Seine, in the Pepri- 
stnlaint du Peuplt. {(Ewres, vol. xvii, pp. 45, 46.) 

* “I should like everybody to have some property. "We are anxious that the J 
should have property in order to avoid paying interest, becanse exorbitant 
interest is the one obstacle to the nniversal use of property.” {Lt PeupU, 
Septeihber 2, 1849.) 

* Proprieti, Icr Mimoirt, p. 204. 

* Contradictions, voL ii, p. 203. 

* Organisation du Credit tide la Ciretdaiion, p. 131. Elsewhere j “To adopt 
Hegeb'an phraseology, the community is the first term in social development — 
the thesis ; property the contradictory term — the antithesis. The third term — 
the synthesis — ^mnst be found before the solntion can be considered complete.” 

( Propriite, 1 er Mhnoirt, p. 202.) That term -will fao possession pure and simple — 
the right of property ■with no claim to unearned income. “ Get rid of property, 
but retain the right of possession, and this very simple change of principle will 
result in an alteration of the la-ws, the method of government, and the character 
of a nation’s economic institutions. E-ril of every kind will be entirely swept 
away.” Proudhon employed Hegelian terminology as early as 1840. four 
years before Karl Grun’s visit to Paris. For Proudhon’s relation to Grun see 
Sainto-Beuve’s P. J. Proudhon. 
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nil circumstances, even though the discharge of that feeling exposes 
us to some risk.” * 

His justice is tantamount to equality. If vc apply tiic definition 
to the economic links which bind men together, we find that the 
principle of mutual respect is transformed into the principle of 
reciprocal service.* 5Icn must be made to realise this need for recip* 
rocal service. It is the only way in which equality can be respected. 

*' Do unto others as you would that others do unto you ” — this 
principle of justice is the ethic.al counterpart of the economic , 
precept of mutual service.* Reciprocal service must be the new 
principle wliich must guide us in rearranging the economic links of 
society. 

And so a criticism of socialism helps Proudhon to define the 
positive basis of his own system. The terms of the social problem 
os it presents itself to him can now be clearly followed. On the one 
hand there is the suppression of the unearned income derived from 
property — a revenue wliich is in direct opposition to the principic 
of reciprocal service. On the other hand, properly itself must be 
preserved, liberty of work and right of c.xchnngc must be secured. 

In other words, tlic fundamental attribute of property must be 
removed without damaging the institution of property itself or 
endangering tlic principle of liberty.^ 

It is the old problem of how to square the circle. The extinction 
of unearned incomes must invoh'c the communal owncrsiiip of the 
inslniincnts of production, although Proudlion did not seem to think 
so. Hitherto the reform of properly had been oUempted by attack- 
ing the production and distribution of wc.altb. No allcntion was 
ever paid to exchange. Hut Proudhon thought that in the net of 
exchange inequality creeps in and a new method of exchange is 
needed. Towards the end of the Contradidinns Iconmnq-.ie^ 
he gives us an obscure hint of the kind of reform to be aimed at. 
After declaring th.nt nothing now remains to be done except. “ to 
sum up all contradictions in one general equation." he proceeds to 
ask whnt particular form that equation is to take. IVc. have already. 

* Jtir'iV/' la rj-xh-tir,-,, vol. J. pp. 1S2-1S3. 

* /{.tl, )>. 2Ci3. It h r.v-y to rlow hotr tlie pr;nri;'’e cf rr-r-'e! 

tegi'-.itly cojivcrli’.'te with the prin-ipte ot rcetptocA' >- rriee. If tern ure rqas! 

In tl.e CTOS cf }u=ti'’-'- they sa«*l alfo hate r cor.'.rr.oa s.n>! wi.cw'Ttr 

trotdil pl.-icr }ii« lTro;h''rr in s padticn of ir.r'—rrri'.y, RgairJft vtHeh il i? Ih-ehlrf 
duty of fo-'itly to !'i,:ht. l« r-o'. r.rtin^r }n-'Jy.'‘ 

’ 'riii'* k!''\ of ninUinl rerriee i"! further d''Tr.!-ir''d orp-e;''.'!?- in r>.~ - 
duCr.-fd fJifefit vi.pp. Pg-bS), nn i in /ti'f p. PT 

* Ths? (-1 botr the prc’ ff tr *« nnt In the rn-fnor to 
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be remarks, been permitted a gKmpse of it. “ It must be a law 
of exchange based upon a theory of mutual help. This theory of 
mutualism — ^that .is, of natural exchange — ^is from the collective 
point of view a synthesis of two ideas — that of property and that of 
communism.”^ No further definition is attempted. In a letter 
written after the publication of the Conlradidions he still refers to 
himseK as a simple seeker, and states that he has a new book in 
preparation, in which these propositions are to be further developed. 

About the same time he had laid out his plans for active propa- 
ganda in the press. But the Revolution of 1848 threw him into the 
melie of party politics and hastened the publication of his theories. 

In order to give a better idea of the place occupied by Proudhon’s 
ideas, and to show how they were connected with the socialist 
experiments of the time, we must say a few words about the Revolu- 
tion itself. 


II : THE REVOLUTION OF 1848 AND THE DISCREDIT 
OF SOCIALISM 

Socialists of all shades of opinion, who from 1830 to 1840 had been 
advocating radical reforms, were given a unique opportunity of 
putting their theories to the test during the Revolution of 1848. 
During the four months (February to June) which preceded the 
terrible ruin of the socialist Republic by the bourgeoUie projects of 
all kinds which for many years had been discussed in books and 
newspapers appeared to be on the point of bearing fruit. For a 
number of weeks nothing seemed impossible. The right to work,” 
"organisation of laboru,” and "association,” instead of being so 
man}' formulas, were by a mere stroke of the magic wand to be 
translated into realities. 

Enthi^iasts were not wanting to attempt this task of trans- 
formation, but, alas I only to find every scheme tumble into ruins. 
Every formula, when put to the test, was foimd to be void. The 
malevolence of some people, the impatience of others, the awkward- 
ness and haste of the promoters even, made the experiments odious 
and ridiculous. Public opinion was at last thoroughly wearied and 
aU the reformers were indiscriminately condemned. 

The year 1848 is accordingly a memorable one in the history of 
social ideas. The idealistic sodalism of Louis Blanc, of Fourier, and 
of Saint-Simon was definitely discredited- BouTgeois writers thought 
that it was utterly destroyed. Reybaud, who contributed the 
* OorJradiciiont, roL 2, p. 414, 
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orticlc on Socialism to the Dicilonnaire d'l^conomie poliliqtie (edited 
by Coquelin and Gnillaumin) in 1852, \rritcs ns follows ; “ To spenh 
of socialism nowadays is to deliver a funeral oration. It has 
exliaiistcd itself. The vein is worked out. Should the human 
mind in its vertigo ever take it up again it will be in a different form 
and under the influence of other illusions.” 

It fared scarcely better at the hands of subsequent socialists. Slarx 
referred to all his predecessors under the rather misleading title of 
Utopians, and against their fantastic dreams he set up the “scientific 
socialism” of Das Kapital. Between the two epochs lies a distinct 
cleavage, marked by the Revolution of 1848. We must briefly see 
how this was brought about, and rapidly review the more important 
experiments that were made. 

First of all there is “ the right to work.” Fourier's formula, 
which was developed by Considirnnt and adopted by Louis Blanc 
and other democrats, became extremely popular during the reign 
of Louis Phillipe, Proudhon speaks of it as the only true formula 
of the February Revolution. “ Give mc'thc right to work,” he 
declares, “ and I will give you the right of property.” * 

Workmen thought that the first duty of the Provisional Govern- 
ment was to give effect to this formula. On Februarj' 25 n 
small group of Parisian workmen came to the Hdtcl de Villc to 
urge their claims, and the Government hastened to recognise them. 
'The decree drawn up by Louis Blanc was as follows ; ** TIic Pro- 
visional Government of the French Republic undertakes to guarantee 
the exiulcnce of every worker by means' of his labour. Il further 
undertakes to give work to all its dtixens,” The following day 
another decree announced the immediate establishment of national 
workshops with a dew to putting the new principle into practice. 
All that was nccc.ssary to gain admission was to liavc one's name 
inscribed in one of Ibe Parisian mrmicipal ofliecs, 

Louis Blanc in bis book of 1841 had demanded the cstablishmart 
of ” social ” %Yorkshops, Public opinion, misled by the similarity of 
names, and encouraged to persist in its error Ir,- tlic enemies of 
socialism, thought that the national workshops were the creation 
of Louis Blanc. Nolliing could be more incorrect, llic" social ” 
workshops, as we know, wore to cng.ngc in co-operative production, 
whereas the national srorkslmps were to prodde emplos-mcnt for 
idlers. Similar institutions had been ostriblishcd during every cri'is 
betwtenlTDO and If^.K), generally under the name of "clxarity svorks.'* 
Moreover, it was Marie, the Minidtr of Public Vi'orks. and not 
* At iM-.ii cu JVavcti'? r! U Drcil dt Pre-} 'iht, 4, 0, 5S (ISiS), 
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Louis Blanc, who orgatiised them. Far from providing work as the 
socialists had hoped, the Government soon realised that the work- 
shops afforded an admirable opportunity for binding the workmen 
together into brigades which might act as a check upon the socialistic 
tendencies of the Luxembourg -Commission, then presided over by 
Louis Blanc. The workshops were placed under the management 
of Emile Thomas, the engineer, who was an avowed opponent of 
the scheme. In his Hisioire des Ateliers naiionaux, written in 1849, 
he tells us how they were controlled by him in accordance with the 
wishes of the anti-socialist majority of the Provisional Govem- 
ment.i 

But they, were mistaken in their calculations. Those who 
thought that the national workshops could be used for their own 
political ends weresoon undeceived. The Revolution greatly increased 
the number of idlers, already fairly considerable as the result of the 
economic crisis of 1847. Moreover, the opening of the workshops 
brought the workmen from the provinces into Paris. Instead of the 
estimated 10,000, 21,000 had been enrolled by the end of March, 
and by the end of April there were 99,400. They were paid two 
francs a day while at work, and a franc when there was no work 
for them. In a very short time it became impossible to find employ- 
ment for so many. The majority of them, whatever their trade, 
were employed upon useless earthworks, and even these soon proved" 
inadequate. Discontent soon became rife among this army of un- 
fortunate workers, humiliated by the nature of the ridiculous labour 
upon which- they were employed, and scarcely satisfied with the 
moderate salary which they received. The wages paid, however, were 

* Every Mstorian is agreed on this point, which Lotus Blanc has dealt vnth 
at great length in his Hitioire de la Rlvolutim dt 184S (chap. 11). The testi' 
mony of contemporaries, especially Lamartine in his Hisioire de la Rlvolulkm 
dt ISiS (vol. ii, p. 120), is also very significant. “ These national workshops were 
placed under the direction of men who belonged to the anti-socialist party, whose 
one aim was to spoil the experiment, but who managed to keep the sectaries of 
the Ltrrembourg and the rebels of the clubs apart untfl the meeting of the 
National Assembly. Paris was disgusted with the quantity and the character 
of the work accomplished, hut it little thought that these men had on more 
than one occasion defended and protected the city. Far from being in the pay 
of Louis Blanc, as some people seem to think, they were entirely at the beck and 
call of bis opponents.” L. Thomas in his Histoire dss Ateliers rMiior.aux (pp. 146- 
147) relates how ilarie sent for him on May 23 and secretly asked him- whether 
the men in the workshops could be reh’ed upon. “ Try to get them strongly 
attached to you- Spare no expense. If there is any need we shall give yon plenty 
of money.” Upon Thomas asking what was the purpose of all this, Marie replied •• 
“It is all in the interest of public safety. Maks sure of the men. The day i» 
not far distant when we shall need them in the streets,” 
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more than enough for the kind of work that was being done. The 
workshops became centres of political agitation, and the Government, 
thoroughly alarmed, and acting, under pressure from the National 
Assembly, was constrained to abandon them. 

Suddenly, on June 21, a summons was executed upon all men 
between seventeen and twenty-five enrolled in the shops, ordering 
them to join the army or to leave for the country, where more digging 
awaited them. The exasperated workmen rose in revolt. Rioting 
broke out on June 23, but it was crushed in three days. Hundreds 
of the workers died in the struggle, and the country was terrorised 
into reaction. 

That simple logic which is always so characteristic of political 
parties held the prirfciplc of “ the right to work ” responsible for this 
disostrous experience, and it was definitely condemned. This is 
quite clear from the constitutional debates in the National Assembly. 
The constitutional plan laid down by Armand Jilarrast on June 19, 
a few days before the riots, recognised “ Uic right to work.” *' The 
Constitution,” says Article 2, “ guarantees to every citizen liberty, 
equality, security, instruction, work, properly, and public assist- 
ance.” But in the new plan of August 29 — after the experience of 
June — the article disappeared. The right to relief only was recog- 
nised. In the discussion on the article an amendment re-establishing 
“ the right to work ” was proposed by Mathieu dc la Drtlme. A 
memorable debate followed, in which Thiers, Lamartine, and Toeque- 
sdllc opposed the amendment, while the Radical Republicans l.edni- 
Rollin, Crdmicux. and Mnthicu dc la Drome defended it.* The 
socialists had become extinct. Louis Blanc was in exile, Considdrant 
ill, while Proudhon was afraid of startling his opponents and of 
compromising his friends. Besides, the Assembly bad alrc.ady made 
up its mind. Tlie amendment was defeated, and .\r‘!dc 8 of the 
preamble to the Constitution of 18<8 nms as follows: "The 
Republic by means of friendly assistimcc should provide for its 
necessitous citizens, cillier by giving them work as for svs it can, 
or by directly assisting those who arc unable to work and h.avc im 
one to help fiicin.” 

During the reign of the July Monarclsy “the organisation of 
labour” was another phrase which diviikd tl’.c honours with “the 
right to work.” With the spread of the Revolution came a simii.ar 
memiring demand for its re.alis.’-.tiori. By a strange coincidence the 
author of this formula was also n member of the Pro visional Govern- 

* Til-*'' !kiidrr?s^» were dfiJTwaiti# puWiJl.ed ia a vofunn; rnli'.’ed Lf 

rrijisJti. 



304 Proudhon and the Socialism of 1848 

ment. And so 'when onPebruary 28 , three days after the recognition 
of “ the right to vrork,” the workers came in a body and claimed the 
creation of a Jlinister of Progress, the organisation of labour, and 
the abolition of all exploitation, Louis Blanc immediately seized the 
opportunity to urge his unwilling colleagues to accede to their 
demands. He himself had pressed the Government to take the 
initiative in social reform, and now that the Revolution had made 
him a member of the Government how cotild he escape his responsi- 
bility ? After some difiSculty his colleagues succeeded in persuadind 
him to accept the alternative of a Government commission on labour, 
of which he was to be president. The commission was entrusted 
with the task of drawing up the proposed reforms, which were after- 
wards to be submitted to the National Assernbly. To mark the 
contrast between the old and the new rSgime the commission carried 
on its deliberations in the Palais du Luxembourg, where the Chambre 
des Pairs formerly sat. 

The Luxembourg commission was composed of representatives 
elected by workmen and masters, three for each industry. The 
representatives met in a general assembly to discuss the reports 
prepared by a permanent committee of ten workers and an equal 
number of masters, to which Louis Blanc had added a few Liberal 
economists and sodalists, such as Le Play, Dupont-WTiite, Wolowski, 
Considdrant, Pecqueur, and Vidal. Proudhon was also invited, but 
refused to join. As a matter of fact, only the workers took part in 
the sittings. 

Tlie commission, although it possessed no executive power, 
might have been of some service. But Louis Blanc, as he himself 
confessed, regarded it as “ a golden opportimity where socialism had 
at its disposal a tribunal from which it could address the whole of 
Europe.”^ He stiU kept up his roJe of orator and ^v^iter. and 
devoted most of the sittings to an eloquent appeal for the theories 
already outlined in his Organisation of Labour.^ "Sldal and Pecqueur 
undertook the task of elaborating the more definite proposals. In a 
lengthy report which appeared in the Moniieur^ they outlined a 
plan of State Socialism, with workshops and agricultural colonies, 

^ Louis Blano, Eistoire de la RivoltUion dt ISJS, voL ii, p. loo. 

* See tlie addresses in his Bkolviicm dc Farrier au Laxerabowg (Paris, 
1 849). 

» Moniteur, April 27, May 2. 3, and 6, 1S4S. The dismissal of the commission 
meant an interruption of the Expos I general, bnt Vidal in his work Thre en travail- 
lant I ProjdSs, Voires, d Moyens de Blfcmes soaiales (1S48) continued the expori 
Hon. It contains a plan for agricultural credit, a State land purchase scheme in 
order to get rid of rent, a proposal for buying np railways and mines and for 
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with Stale depots and bazaars as places ol sale. Money in the form 
of warrants was to be borrowed on the security of goods, and a 
Slate system of insurance — excepting life policies — was to be 
established. Finally, the Bank of France was to be transformed 
into a State bank. -This was to extend the opcralion of credit, 
and to reduce the rate of discount simply to insurance against 
risk. Vidal and not Pecqueur is ob\-iously the author ol the report, 
for it contains some of the projects that had already appeared in 
his book Dc la Uipariition des Ricbesses, 

None of the projects was even discussed by the National 
Assembly. The only positive piece of work accomplished by Louis 
Blanc’s commission was done under pressure from the workmen. 
This was the famous decree of March 2, abolishing piece-work 
and reducing the working day to ten hours in Paris and eleven hours 
in the provinces. This decree, though it was never put into 
operation, mnrlis the first rudiments of French labour legislation. 
Louis Blanc was forced to grant it because the working-class clement 
on the commission refused to take part in its procccdiiip- until they 
were satisfied on this point. The commission must also be credited 
with several successful attempts at conciliation. 

Not only did the commission fail to do anything' permanent, 
hut its degeneracy into a mete political club thoroughly alarmed 
the public. It became involved in elections, and even intervened 
In street riots. It finally took a part in the demonstration of 
May 16, which, under pretext of dcmmiding intervention in 
favour of Poland, resulted in an invasion of the National Assembly 
by the mob. Ixiuis Blanc had already retired. Since tlie reunion 
of the National Assembly the Government had been replaced by an 
executive conunis'-ion, and Ulnnc, no longer a supporter ol the 
Government, sent In his resignation on May in. After that the 
commission was at an end, and. like the national workshops, 
it all resulted in notliing save n general discredit of rod.elisf 
opinion. 

nierc still remained the "working men’.s as'^ociations.” F.vcry 
rodnlist erritcr of the early nineteenth century was agreed on this 
principle of association. Every rcfnnncr. with the exception of 
Proudl'.on,* who always pursued a path of his own, regard'd it as 
the one method of cninncipalion. It was quite natur.a! tlial it should 
be put to the test, 

efeeting eh-'.ip dwritiar'. It agdoS'’ an iRtrrr-'inf: ciar.-tte of f-iale 
in 1S4S wbicS rrem? to hwr ^irr.rk msny f'-oj-te then Ir V.? trrr sn-.C’insr. 

• CL nifTo, p. g&T, note 3. 
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In its declaration of February 26 the Provisional Govemment 
stated that besides securing the right to -vrork, the workers 
must combine together before they could secure the full benefit 
of their labour. The moment Louis Blanc attained to power he 
sought to guide the energies of the commission in this direction. 
The “ Association ” was to be of the nature of a co-operative, produc- 
tive society, supported by the State. Under the influence of Buchez, 
an old Saint-Simonian, a Republican Catholic and the founder of 
the newspaper called L’ Atelier, there had been formed in 1834 an 
association of jewellers and goldsmiths.^ But it was a solitary 
exception. 

Louis Blanc was more fortunate. He successively founded 
eissodations of tailors, of saddlers, of spinners and lace-makers, and 
he secured Government orders for tunics, saddles, and epaulettes 
for them. Other associations followed, and by July 5 the 
National Assembly was sufficiently interested in these experiments 
to vote the sum of three millions to their credit. A good portion of 
this sum passed into the hands of mixed associations of masters and 
men formed with the sole purpose of benefiting by the Government’s 
liberality. The workmen’s associations pure and simple, however, 
received more than a million, and there was not a sou of it left by 
1849. 

The first co-operative movement inspired by the ideas of 
Loms Blanc was of short duration. The National Assembly took 
good care to place the new sodeties under ■Ministerial control by 
appointing aConseil d’ Encouragement, noraiuBted by the SGnistry to 
fix the conditions under which loans should be granted. The 
Conseil hastened to publish model regulations which left the assoda- 
tions little scope lor internal organisation. - So stringent were the 
rules that several of them were immediately jeopardised, and every 
sodety which failed to conform to one of the three models outlined 
in Article 19 of the Commerdal Code was obliged to dissolve. This 
meant every sodety which was not nominally a collective sodety, 
a joint stock or a limited liability company. By 1855, according 
to the testimony of Reyband, there remained only nine out of those 
subsidised in 1848. Consumers’ co-operative sodeties, that is, the 
societies which aimed at securing cheap commodities, established 
at Paris, Lille, Nantes, and Grenoble, were also dissolved. 

And so all these experiments — ^the only ones that had not already 
brought reformers into discredit — ^were destined to fml in thdr turn. 
Their extinction was partly due to political causes, partly to thdr 
* Cf. “ The AeiooiatiTe Socialists.” 
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rounders, nho had not yet been trained in the difTicult task ol 
building up such associations. 

The social experiments of 1848 one after another foundered, 
bringing a distrust of theories in their train. There still remained 
one other experiment connected rvith Proudhon’s name — that of 
free credit. But it also was destined to fail like the rest, 

in : THE EXCHANGE BANK THEOKY 

The Revolution of 1848 did not take Proudhon quite unawares, 
although he considered the outbreak was rather sudden. He w.as 
soon convinced that the real problem to be determined was eco- 
nomic rather than political, but he also realised that the education 
of the messes was loo backward to permit of a peaceful solution, 
Proudhon, in this matter at one with liis French confrires, had 
hoped for such a solution.^ . He thought the February' Revolution 
was a child prematurely bom.* In a striking article in the columns 
of Le Peuph he gave wistful expression to his fears ns he foresaw 
the Revolution impending. Its solution had been delivered to none 
and its interpretation bafllcd the ingenuity of all. 

“I have wept over the poor workman, whose daily bread is already 
sulhcicntly uncertain and wlio has now suffered misery for many 
years, I have undertaken his defence, .but I find that 1 am powerless 
to .succour him. I have mourned over the bourgeois, whose ruin I 
have svilnessed and who has been 'driven to b.ankruptcy and goaded 
to opposition of the proletariat. My personal inclination is to 
sjunpalhise with the bourgeois, but a natural antagonism to his 
ideas and the play of circumstance have made me his opjjoncnt. 
I have gone in mourning and paid penance for the spirit of the 
old Republic long before there were any signs of its offspring. 
This Revolution which was to restore the public order merely marks 
the bejnnning of a new departure in social revolution which no one 
understands." * 

But the Revolution Irnving once begun, Proudhon did not feel 

' 1 nr*<! hstdlj" ravth.sl tills niesnirrof Ufcal refoftn ir.f.jceJy. tlie 

of grivato pmji'Tty] most bo csm'ed oat witboat any vicilrneecrrobt'^ry. 'nirrc 
tn««l bo no spoliilion. bat ample compea's-tion jr.u-t W psrcu" {Rhsmi it h 
Quathn p. 27.) 

• .Vr-?t.fiV,s PrJU-i' txial (fTT’Jtrf.*. Tt>!. vi. p. o2). 

• (Tiarw, vol. xviii, pp. C-7. Boo r.I^o !b" l<'Ufr Frbr.;.'.ry 2r>, IBS'? 
(C\-rretpri’%i.i’:rf. tviI. ii. p. 2B^): Ffaueo will csri.-ir.iy n'x'inf !:*!! it. 

it remsia* & wpablle or not. It tairht cron be tarriMl oe*. by tbe prcfy-at 
di5at Ooremm-nt, 8t a trifling cost," Thij tboagbt did cot pTevent hr Ukicj 
* fcited in tbs F.etcliitioa. 
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himself justified in being behindhand. He had been a most severe 
critic of the existing rigime, and he felt that he vras bound to 
attempt a solution of the practical problems vrhich suddenly came 
to the front. He became a journalist and threvr himself Trhole- 
heartedly into the struggle. Hitherto he had been content with 
vague suggestions as to where the evil lay. But now he was anxious 
to make reform practicable and to fill in the details of the scheme ; 
and so he invented the Exchange Bank, 

Proudhon’s exposition of the scheme is contained in a number 
of pamphlets, in newspapers, “and in his books.^ The explanations 
do not always tally, and he is not always h^py in stating exactly 
what he thinks. This explains why he has been so often misimder* 
stood. We shall try to give a risumi of his ideas before proceeding 
to criticise them and to compare them with analogous projects 
formulated both before and after his time. This will help us to 
understand where the originality of the scheme lay. . 

The fundamental principle on which the whole scheme rests is 
somewhat as follows : Of all the forms of capital which allow of 
a right of escheat to the product of the worker, whether in the form 
of rent, of interest, or of discount, the most important is money, 
for it is only in the form of money that these dues are actually 
paid.* If we could suppress the right of escheat in the case of this 
universal form of capital — ^in other words, if interest were abolished 
— the right of escheat in every other case would soon disappear. 

Let us suppose that by means of some organisation or other 
money required for the purchase of land, machinery, and buildings 
for industrial purposes could be procured without interest. Were 
this the case the required capital would then he obtained in that 
way instead of by payment of interest or rent as is the case to-day. 

^ In a pamphlet entitled Organimiion dv CrldH ei it. Id Circvilcticn, and dated 
March 31, 1848, he expounds the principle of the scheme and indicates some of 
its genera] features. The scheme is dealt -vrith in a number of articles contributed 
to Lt BtpTlstrJ'ir.l du Peuplt for April, afterwards published in form 
bv Darimon, under the title of Eisumi dt la Queeiian toddle. The plan differs 
slightly from the statutes of the People’s Bank as they appear in voL vi of the 
(Evircs, but the guiding principle is much the same. A further exposition was 
given in Le Peuph in Fehmary and March 1849, just when the Bank was being 
founded. There is still another account contained in the volume entitled InUrei 
ei Prindpal : Disc'jssion erJre M. Provdhon and if. Bastiai ear Tlrtlrit du 
Capiiaux (Paris, 1880). This controversy was carried on in the columns of La 
Ydxdu Peuple from October 1849 to October 1850. , Proudhon frequently refers 
to the same "idea in his other works, notably in Jmiice dans la EtvolvXior,, toU i, 
pp. 2S9 ei ttq., and in Idi'e ginirclt, pp. 197 ei eeq. 

• See Soluiion dtt Probleme todal, pp. 178, 179, 
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The supprrtssion of money int-crcst would enable the worker to 
borrow capital Rraluitously, and would give him immediate control 
over all useful capital instead of renting it. All attempts to hold 
up capital for the sake of rccci\nng interest without labour would 
thus be frustrated. The right of property would be reduced to 
mere possession. Exchange would be reciprocal, and the worl:cr 
would secure all the produce of his la!>our without having to shnn*. 
it with others. In short, economic ju.sticc would be secured. 

This is nil very well, but how can the necessary money be 
obtained witbont pajing interest ? Everything depends vipon that. 

Proudhon invitea us to consider what money really is. It is a 
mere medium of exchange which is designed to facilitate the circula- 
tion of goods. Proudhon, who had hitherto regarded money ns 
capital par cTrcUcnce, now treats it ns n mere instrument of exchange. 
" Jfoncy by itself is of no use to me. I merely take it in order to part 
with it. 1 can neither consume it nor cultivate iL” ' It is a mere 
medium of exchange, and the interest paid merely covers this cost 
of circulation.* But paper money will fulfil this function quite ns 
well and much more chcaiily. Banks advance money in exchange 
for commodities or supply hills which arc immediately transferable 
into casii. In exchange for this servnee the liankcr receives a 
discount whicli goes to remunerate the shareholders who have 
supplied the capital. Why not establish a hank without any cajiilnl 
which, like the Bank of France, will discount goods with hills -cithcr 
circulation or exchange notes ? The hills would he inconvertible, 
and coii-Scqucnlly would cost scarcely nnyliiing, and there would be 
no capital to remunerate. 

The service given would be equal to that given by the Iwiik'. but 
would cost a great deal k-.ss. Ail that would be required to ni'-utc 
the circulation of the bills would be an understanding on the p.art 
of tlic fhVn.'e/e of the new bank timt they would accept them as 
p.aymmt for goods. TJic hearer would thus be certain ihrA thev 
were ahv.ays immediately rxrlmngcnblc. just ns if they were eas},. 
llie clients would lose nothing by ncccjtling them, for the 
would decree that Ibc bank should never trade in anything exer, pi 
goods nclufdiy delivered or under promise of dc.livtrv-. The notcj j'j, 
rireul.ation would never exceed the dem.ands- of commerce, Th- v 
would nlvvnys represent goods already, produced and actually ;o!d. 

' ti rrb..'t!.d, p. I tg. 

t .. simply a eupplcrr.cntity kind c! csp'aat. s. c'fcicra c-1 e lel.sr.;:* 

or a credit iro;rjm-'n'. I{ itik •> th* emc wfcrt ctalr.t l.is si to jjsvs'rni 1 Tc 
ti.ial fi! e-iraacratiag taorcy {.sjr sh" rrcTice »h:els il jiTc# : " fj- jv, i S' J 
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but not yet paid for.^ Tollowing the example of other hanfa, tht 
bank would advance to the seller of the goods a sum of money which 
it would subsequently -recover from the buyer. The merchants 
and manufacturers would obtain not only their circulating capital 
without payment of interest, but also the fixed capital necessarv for 
the founding of new industries. These advances obtained without 
interest would enable them to buy and not merdy to rent the 
instruments of production which they needed.® 

The consequences of- a reform of this hind cannot be easilv 
enumerated. Not only would capital be freely placed at the disposal 
of everyone, but every class distinction would disappear * as soon 
as the worker ceased selling his products at cost price * and govern- 
ment itself would become useless. The aim of all government is to 
check the oppression of the weak by the strong.^ But the moment 
fair exchange becomes possible, free contract is sufficient to secure 
this ; there is no longer anyone who is oppressed. All are equally 
favoured, for the cause of contention has been removed. “ Once 
capital and labour are identified, society will subsist of its own 
accord, and there will no longer be any need for government” 

i Cf. Ektumi it. la Qutetion eocialt, p. 39. 

* iloreover, tbs advances vriU take the form of discount. The enfreprer.eur 
who hss some Echeme which he wishes to carry out “ will in the first place collect 
orders, and on the strength of those orders get hold of some producer or dealer 
who has such raw material or services at his disposaL Having obtained the goods, 
he pays for them by means of promissory notes, which the bank, after taking due 
precaution, will convert into circulation notes.” The consumer is really a sleeping 
partner in the bnaneas, and between him and the trUrtprenear there is no need 
for the intervention of money at alL {Grgaritation du Credit, (Evires, voL vi, 
p. 323.) Discount was the fundamental characteristio of the bank, and no 
criticiEm is directed against this feature of its operations. 

* ” How to resolve the berurgeoisit end the proletariat into the middle class, the 

class which'lives npon its income and that which draws a salary into a class which 
has neither revenue nor wages, but lives by inventing and producing valuable 
commodities to exchange them for others. The middle class is the most active 
class in society, «nd is truly representative of a country's activity. This was 
the problem in February 1 £48.” (RlvdiiUon demontrit parUCoup S' 133.) 

‘ “ Reciprocity means a guarantee on the part of those who exchange com- 
modities to sell at cost price.” (Idle ger.eralc dt la Eemlitiion, pp. 9/-9S.) 

* “The very existence of the State implies antagonism or war as the essentia! 
or inevitable condition of humanity, a condition that calls for the intervention of 
a coercive force which Ehall put an end to the struggle coutinualiy wapng between 
the weak and the strong.” (Voirdu People, December 3. 1S49 ; (Euvres, voLxis. 
p. 23.) ‘‘When economic development has resulted in the transformation of Eodstj 
even despite itself, then the weak and the strong will alike disappear. , There wi l 

-only be workers ; and indnstrial solidarity, and a guarantee that their products will 
be Bold, will tend to make them equal bath in capacity and wealth," (/5ii.,p. 18.) 
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Government has “ its origin and its whole being immersed in the 
economic system.” Proudhon’s cj'stem means anarchy— the absence 
of government.* 

Such is Proudhon’s plan, and such its consequences. To under- 
stand its full significance we must inquire whether (1) the substitu- 
tion of exchange notes for bank-notes payable nt sight is practicable, 
and, (2) supposing it to be practicable, if it is likely to have the effects 
anticipated by its autlior. 

Proudhon states that his system merely involves the universal 
adoption of exchange notes.* The Exchnngc, Bank would mcrch’ 
append the manager's signature against the particular commodity 
discounted. But the issue of bank-notes nt the present time involves 
nothing more than this. Instead of the bill of exchange which it now 
buy.s, and which enjoys only a limited drcnlntion bccntise f he signa- 
tories have onlj' a verj' limited credit, it is j>ro{x)5td that the Bank 
of France should substitute a note bearing its own signature, which 
is universally known and tc.stifics to an inimitable amount of credit. 
In what respects, then, docs Proudhon’s circulating medimn differ 
from a bank-note ? It differs simply in the fact that the slpinturcof 
the Bank of France involvc.s a promise of reimbursement in metallic 
money, a commodity universally accepted and demanded, white 
Proudhon’s Exchange Bank enters into no such definite agreement, 
hut merely undertakes to accept it in lien of p.aymcnt. 

Tlicorclicnlly, perhaps, the difference may appear insignificant, 

• “Consequently wn consider ourwlrrs ivn.'vrelij''tn nnd wo have procsniKrd 

the fnct more then onec, Anoreliy tn rult.vble (or na iwlult r ociety ju-it Rs hi'-rr.eJiy 
is (or a primitive ono. Hutnnn rocictv h,vi progmsed graduelly (rora hie.-nrrhy 
to Rnwehy." {flCwrt*, vol. -xix, p. 0.) A little later, Ir, Idff ghfml' it S,-} 
UhnUtlinn, lie ftotee that the nini o( the Revolution we* “ to build tip n projivrty 
con'-.tituiion nnd to di-mlve or otbi'twi'o cnv.se the db.spi’c.-.rnnc'cof the politir*! 
t>rgovi'tiinient tjfXrm byredneinpor cimplKyinp. by dfcrntmlitirp nrdruj-j’rt—- 
ing tho wliole nincbincry of th-- Kintc." Thic Idea wn.'! lorror-td from R-.int- 
Sinion. and Rroudhon has ncknowledg'-d tho d-bt in hl« lilt gh.hsU^ Tid* 
conreptton of induxtrial rociety rendering govvmrornt colcf* or rtducir^: it to 
hMiui'Vj) proiwtion'' i* a devclopmcm, thoiiph perh-ap- toiuev.Kr.t . sir.-.vr.p.'.r,*. 
ot tbe veonnmic Liberalism *.'! .1. 15, F,-.y. T);e firy-t editie.'. of the Af tut 
If. contnie.-- nn wlniiseion of onAr-l.icnl tendinelfr. " Whc.t nre yon, 

tlien t I nm nn no-rchist. — I nnder'trmd wnr doubts on this qu— tii n. you 
think lh.^t I am ng-iin t tii'' Government. — Tii.it i« not oo. You cj-ked (or mv 
coufeyM'on of faith. Having duly pond'-red over it, and altbon.-h a ’.-.rer <; ! ord ■ ?. 
I have rontr to the oanchvion that I am in the fullr-t o' the werd an 
Rnnrch:'l.“ 

* "Tlv' vrhfdf. problem of circulation is how to maV'- ih- etchanr- nr.tr cni- 
Tcrraily acceptable, how to >><-curT> tbit it rluill alwayr ljr> oirlsr.,’-,-.-,! le g^d- 
and servievs and ronTorliLlc at right.*' {Oriw-.i>.-,.*i'-5 «*« G-Zdi!, (T vt>L n, 
pp. 115, lU.} 
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, since the signatures are the oiJy guarantee of the solvency of tht 
notes of the Bank of France and the Exchange Bank alike. 
But in practice it is enormous. The certainty that the note can 
be exchanged for money gives it a wide currency and makes it 
acceptable to many people who rely implidtly upon their confidence 
in the bank. They need give no thought to the question of its 
solvency. A mere circulating medium, on the other hand, in addition 
to transferring a daira to certain goods belon^ng to clients of the 
bank, involves a certain amount of confidence in the solvency of 
those clients — a confidence not always easily justified. A note of 
this kind will only circulate among the bank’s clienleU, It will 
never reach the general public as the bank-note actually does. The 
clients themselves will keep their engagements just so long as the 
bank continues to discount goods that have actually been delivered 
and never refuses pajTnent when it falls due. Failing this, the 
exchange notes, instead of regularly returning to the bank, will 
remain in circulation. A alight crisis or a little tension, and many 
of the clients will become insolvent. The total nominal value of 
the exchange notes will quickly surpass the actual value of the goods 
which they represent. There will be a rapid depreciation, and clients 
even will refuse to take them. 

It is just possible to conceive of the circulation of such exchange 
notes, but the area of circulation will be a very limited one, and it 
will be utterly impossible if all the clients are not perfectly solvent. 

Let us, however, suppose that the practical difficulties have 
been overcome, and that the exchange notes are already in circulation. 
Interest will not disappear even then, and herein lies the essential 
weakness of the system. 

IVhy does the Bank of France charge a discount? Is it, as 
Proudhon suggests, because it supplies cash in return for a bill of 
exchange, so that “ the seigneurial right of discount ” ^ would dis- 
appear with the adoption of a non-metallic currency? The bank 
charges discount simply because it gives a certain quantity of 
merchandise immediately exchangeable in return for a bill of 
exchange falling due some months hence. It gives a tangible 
commodity in exchange for a promise — a present good for a future. 
What the bank takes is the difference between the present value of 
the bill of exchange and its value when it falls due. It is not the 
mere whim of the banker or the employment of a particular kind of 
money that gives rise to discount. It belongs to the very nature 
of things. Proudhon notwithstanding, a sale for cash and a sale 

^ Organisation du Cridit. 
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with future pajTucnt must remain two different operations,^ at least 
as lonp as the actual possession of a good is judged to be more 
advantageous tiian its future possession. 

This difference, even in the case of the Exchange Bank, would 
very soon reappear. The exchange notc.s svould represent goods 
which were to be sold at a certain date. iVlUiough tlie Bank may 
refuse- to discount, this will not lessen the advantage enjoyed by 
those merchants who arc paid in cash. In order to .secure this 
advantage they will enter into agreement with those buyers who pay 
cash either in the form of goods or of precious metals (which arc, 
after all, commodities), granting a .slight rcb.atc on tiic paper price, 
Tlierc would thus be two sets of pricc.s, the paper prices of gocnls 
sold for future payment and the money price of goods sold for cash. 
The first -n-ould be liighcr than the second, and the difference — 
refused by the banks — would be pocketed by the sellers. Money 
interest would then reappear under a new form. 

To this Proudhon would reply that the clients of the bank, under 
the terms of their agreement, arc debarred from taking any such 
premiums. Of course, if they remained faithful to their promises 
interest or discount would be suppressed ; hut this would result, not 
from the organisation of the Exchange Bank, but because of mutu.al 
agreement. ITiis would Ik a purely moral reform requiring no 

b. anking contrivance to aid it, but one in which progress must 
inevitab!}' be very slow. 

The Bank of Exchange failing to suppress discount, or to check 
the right of escheat in general, Proudhon’s other conclusions fall to 
the ground. 

His theoretical error consists in his treating money at one 
moment ns capital pr.r rjccUtrnct, nl .another ns a mere medium of 

c. xcliHngc liaving no value. He forgets that money is desired not 
merely for purposes of exchange, but also as a store of value, as tiic 
proper instrument for hoarding and saving; and although the 
exchange notc.s may replace it in one respect, they fail in .another. 
We may increase the circulating media at plcjvsurc, but we c-aunot 
multiply our capital. Money may be replaced by gvvvJs. but this will 
not add n single franc to the rapif.al which nircady exists in sorirty, 
of which money itself is n part. Xor will it lessen the stiperior v.ahsc 

• I'roadhon ftlwrvj-? raaisU.ainetl that li!= rtfene Jcsri-ly Jn trsr.>ff”rtn- 

ing .a c.'roiS r.ale into n cash prsiV Jla: };" KiigJU as wr'J h'.r-c ’ta! hhek vm 
whilp. Far ffcni giring mimal bra-Tit, tlie l.-rrcpr; r '«-iS! tc !3.>: cne wj.'-. s ; i \ gana 
trso'-t r.'tvant-'ig.’, rA'.'vrtif.rp t.e rav? ijsr.t to pv,-* fndit s'- r-.f-rttv to ex‘3;!,r.r". 
T!ii« in!'; eno-.:;;!!. but uutoouat b tmp'.ojtd juft m p.qusli'i- <]:&,’! a: ctr-.-!;! 
frau'iact-oa.-*. * 

t. 
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of present as compared with future goods — a superiority which 
gives rise to the phenomenon of interest. The only result of multi- 
plying the exchange notes without increasing the amount of social 
capital would be to raise prices as a whole/the price of land, houses, 
and machinery as well as the price of consumption goods. Capita! 
would be lent as before, and being less plentiful the high rate of 
interest or rent would tend to maintain the high level of prices, and 
these would in turn be still further increased — a strange outcome of 
a reform intended to lower them ! Proudhon, having exaggerated 
the evil effects of gold, now accepts Say’s formula too literally. 
J. B. Say allowed himself to he led into error by his own formula 
that “ Goods exchange for goods,” and it is interesting to note that 
the Exchange Bank is the logical, though somewhat paradoxical, 
outcome of the reaction against the Mercantilist ideas concerning 
money which can be traced to Adam Smith and the Physiocrats. 

This does not imply that Proudhon’s idea is devoid of truth. 
The false ideal of free credit contains the germ of a true ideal, namely, 
mutual credit. The Bank of France is a society of capitalists whose 
credit is established by the public who accept their notes. They 
really deal in public credit. Proudhon saw clearly enough that 
their notes are ultimately guaranteed by the pubh’c. The public are 
the -true signatories of these commercial goods. Were the public 
insolvent the bank would never recover its advances, which really 
constitute the security for the bills. The shareholders* capital is 
only a supplementary guarantee. The Comte JloUien, the Financial 
Slinister of Napoleon I, declared that in theory a bank of issue 
should be able to operate without any capital. The public lends 
money to itself through the intermediary, the bank. Why not 
operate without the intermediary ? Why not eliminate the entre- 
preneur of credit just as the industrial or commercial entrepreneur 
is eliminated in the case of the co-operative society ? Discoimt 
would not disappear altogether, perhaps, but the rate of discount 
for borrowers would be diminished in proportion to the extent 
to which they stood to gain as lenders. This is the principle of 
the mutual credit society, where the initial capital is almost 
entirely superseded, its place being taken by the joint liability 
of the co-operators. Proudhon’s initial 'conception seems to be 
reducible to this very simple idea.^ 

* In the Idle gbierdlt de la Revolulion au XIX* Slide, p. 193:'“ lie citizens 
of France have a right to demand and if need be to join together for the estabM- 
ment of bakehouses, batchers’ shops, etc., which will sell them bread and meat 
and other articles of consumption of good quality at a reasonable price, taking 
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It seems thst rroiidhon was merely following the idea of n 
co-operative credit bank, just ns in other parts of the work he copies 
other forms of co-operation without ever showing much sjunpalhy 
for the priitcipk- itself.’ 

In addition to a correct conception of the value of mutual credit, 
there runs througliout his whole system a more fundamental idea 
which helps to distinguish it from other forms of officia! socialism 
which arose either before or after his time. This is his profoutid 
belief in indisadual liberty ns the indispensable motive of economic 
activity in industrial societies. He realised better than any of his 
predecessors that economic liberty is a definite acquisition of 
rnofJern societies, and that every true reform must be based on 
liberty. He has estimated the .strength of spontaneous economic 
forces more clearly than an)'onc else. He has demonstrated 
their pernicious effects, but at the same time he has recognised, 
ns Adam Smith had done, that this w'as the most powerful lever of 
progress. His passionate love of justice explains his hatred of 
private property, and his jealous belief in liberty aroused hi.s hostility 
to socinli.sm, De.spitc his famous formula, Dcstwam e{ tzdificabo, 
he destroyed more than he b\iilt. His liberalism rested on his 
profound bold of economic realities, and the social problem of to-day, 
as Proudhon clearly saw, is how to combine justice svitii lilxrrly. 

Proudlion’s project for an Exchange B-ank must not l>c confu.scd 
with analogous Bchctncs that have appeared either before or after his 
day. All these schemes have a common basis in a rclorm of exchange 
as a remedy for .social inequalities. Apart from this one ide.a the 
resemblance is frequently superficial, and the economic bases differ 
coTisidcrably. 

(1) Proudhon’s idea has often been cent wasted with Robert Owen’s 
inbonr notes, and with the scheme prepared by Mr. Bray in 
i!> a work entitled fkifiour'.s IfVarigs and hiho’.tr's lirmrdii,' as well as 

the jilnee of tlic preernt cU.iotic tRcthod, vrliare sSiOTt ttfijeh', p-er qa-.liir, Kr,d 
»fi esorliit.snt price f.eera to be the eider. For n ninvilRr rwoa tiwy have H.r 
rielit to wtabli.-ti n bsal:, with the ttnouat of tiipTtd which they ti.ir.h at, in 
onJer to gel the e.vh wiiich they need hn their trar.'e-r.tieai m cLc.sj.!e ns 
por-iMe." 

* ■’ Ar-wlntioa avoid' the irartoof the n‘f.',i! rvitcra. M. Ros'.i tteotararr.-;' it 

to ttvo^ rn'.'.tl hoesehoMcm "who t-'.nr.nt jifiDnS to bay who’.t.rsle. Eat thl-i >.-r ', 
t>l r.s-oejjtion ii wrong in p'dRctj.'-. Give the p.fC'lcrer. h~ l.cip'eg hlni to 
tx'U.M.ge hi? prciv.els. aa opp'-rsnr.ity of ropplyirg then with provi'i'.ni 
wticir.-.de pri'«e. i r. wii-,*, ronco u> the raree thirst. crrwii'e the reUlltrsd'-ro a.f 
to Ir,%\ e only just th.e rsine f.ilva.nt.-.ge in the C*.'" of tli'; wht’-'-.ede trar.raeti.on. 
*n'l ‘ B.i-.-'.'-k'-'ntion ‘ will l-e cnrevorwiry." {lah pfserair oV ti p K.) 

• Thii tyrten WM critid-ted by ilt-rx is hi* .V' wf.*f s£< «j j obti; t,/‘d 
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with the later system, outlined by Rodbertus. Proudhon’s circulating 
notes have nothing in common with the labour notes described by 
these waters. The circulating notes represent commercial goods 
produced for the purpose of private exchange. Prices are • freely 
fixed by buyer and seller, and they bear no relation to the labour 
time, as is the case with the labour notes. The final result, doubt- 
less, was expected to be the same. Proudhon hoped that in this 
way the price of goods, now that it was no longer burdened with 
interest on capital, would equal cost of production. This result 
was to be obtained indirectly. The economic errors in the two 
cases are also different. Proudhon’s error lay in his failure to realise 
that metallic money is a merchandise as well as an instrument of 
circulation. The error of Owen, of Bray, and of Rodbertus con- 
sisted of a failure to see that the price of -goods includes some- 
thing more than the mere amount of labour which thej^ have 
cost to produce — an error which Proudhon at any rate did not 
commit. 

(2) Proudhon’s bank has also been confused with other banks of 
exchange which are really quite different. The ideas underlying 
such schemes had become prominent before Proudhon’s days, and 
numerous practical experiments had been attempted along the lines 
indicated. These banks aimed, not at the suppression of interest, 
but at a gradual rapprochement between producer and consmner, 
the goods offered for sale being bought by the bank, and paid for in 
exchange notes upon an agreed basis of calculation. Buyers in 
their turn would come to the bank to obtain the necessaries of life, 
paying for them in exchange notes. An experiment of this kind 
w'as made by a certain Fulcrand Mazel in 1829.^ In this case the 
in 1847 {Giard and Bridie’s edition, 1896, pp. 92 el seq.). A more recent and 
more complete exposition is given in Forwell’s introduction to Anton Menger’s 
The Bight to the Whole Produce of Labour, pp. Ixv, etc. 

^ lilazel gave an exposition of his scheme in a series of pamphlete written in 
very bombastic language, but only of very slight interest to the economist. 
Another bank known as Bonnard’s Bank was established at llarseilles in 1838, 
and afterwards at Paris. The ideas are somewhat similar, but much more 
practical. Both branches are still in active operation- Proudhon refers, to this 
bank in bis Capacite ‘politique des Claeses oumires. Conrcelle-Seneuil gives a 
very eulogistic account of it in his Traite dee Baroques, and in an article in the 
Journal dee Bcove/mistes for April 1853. The modus opcrandi is explained in 
three brochures, which may be seen in theBibliothequo Nationale. One of these 
is entitled Lisle des Articles disponibles a la Barque ^ the other two describe the 
mechanism of the bank. Darimon, one of Proudhon’s disciples, in his work De la 
Beforme dcs Banques {Paris, Guillaumin, 1856), ^ves an account of a large number 
of similar institutions which were founded during this period. Several sy-stems 
of the kind have also been discussed by M, Ancuy in his Systimes eocialisies 
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bank was merely an enirep'-l which fncililatcd the markcUnt; of the 
goods produced. Such a system is open to tlic objection that tfie 
value of the notes issued in payment for goods would nc;cc"''-arily 
vary with the fluctuations in the value of these goods during the 
interval which would elapse between the time they are taken in by 
the bank and their eventual purchase by consumers. Proudhon's 
plan was to discount the goods already Iwught or actually delivered. 
The bank would only advance what was actually pron\iscd, but 
would make no charge for nccoinniodaljon. Depreciation could 
only arise if the buyer were insolvent. It could never result from 
a fall in price ns a re.sult of a diminished demand for the product, 
Proudhon renounced all dealings with solidarity when hr liismissrd 
Mazel’s project.' 

d’F.rKariQt (Paris, 1007). Bnt vre cannot accept his inicrjirclatioa of varions 
points. 

BonniinVa Bank diflew from the others in tJii.H way. Th'.' clirnl of the 
imiend of bringing it eomc commodity or oth* r wliieh may or ih.ay not !»• mM 
by the bank, pela from the bank romo commodity wliich iio bim*-.»1f rcipiirca. 
promising to supply tbc bank wilb a rommo<ilty r,{ b)« own pro<ii!et4f‘n wh.rn- 
ever the bank rcquirf’< it. The i)ank clmrv'i a coinnti».'<:on on every tran'V'tian. 
Ita one aim is to bring buyer and teller together, and the notes are simply bilh, 
payable acconling to tlio conditions written on Ibcm. But they cannot i>e 
regarded as Ruhslitutest for btitik bills. Cf. i'Ffhi\n:n 4' Marm'lU, C, 

Howard ft Cic.,Jund/( par Adt dxt 10 Jani-irr, IBIO (^^n^^c;!lM, 

’ “ I rcpndiatcMnielV ryauem root and iiranrh,” he drelr.rc * in an article c-'n- 
Iribtilcd to Lt PfupU of Deccmlicr 18-18 {O'wres, vol. xvi), p. 221). lIrn]«o 
adds that when lie xvrotc iirat he h.ad no acqu-aintalice of any kind with M.’-.re’, 
“ It was M. Marel who on his own Initiative revealed his rehetne to me and pave 
mo the idea.” In one of his proje-^te, published on May 10. IB '8, Proudhon wen-' 
ineline<J to adopt this idea, pi't for a moment r.t atty rale. Article 17 reems to 
hint at this. "The notes wilt alw.sys be exchanjTe.sble at the bank and at the 
ofTice.s of mcmtiers, Iml only againtt Eos-ds <>nJ rerviees, and in the rame wav 
commodities and f ervievs van aiwaya Ije eiehaTn"'d for aotr-." ( 4' in 
Gii'.'thm rxintr, p. 41 .) Tliis article jti«tit’rs the interprt t.Mion whi'-h fV.urce’io 
Stnenil p!!t-s on it, in hi' Traitidef Op'rc.'ton.* dr Hanpir (plhed.. lfiPP_ p,47pj. 
and which Ot( noe; pts in his Tmitf d'F'nr.-^.lf r^'iajr T'k'rh rnerrevre. 

contain.' a pryfoumi analyii.s and romcf uhtb- vrjti.'-i'rj of I'roudh.en's id.".. Bn! we 
think that th.is .article w.s.s fimply an ovrrr'ght on Prondlii'n'r. p,-.rt j Pc leryond 
a formal refutation of Sfaiei'a idc.s th'rf i'- no rcfrrrnw to it in any r.f Ir:' othrr 
work?, not even in the reh.emo of the Peopl'-'a Batik. Morr-ov.-r, it tcerr.r to 
toiittadicl the rtatemeni that th-' notes would l-e {"ui'd ag-.ir.'t «irr,mc.'l!t;cr 
which had been scttiany rold .ati-1 «!- Incrcd, a' Htl! a' r tS.cr rr;;!-.!e» r?; jJ,. r.-i.soie 
-e.e, ArtieV pa. dr.di.cr v.-jlh buying af.d f :Siri', It .s'-o with the idea 

that the dKaitmtir;;’ o? ge-.>]s )» the prime and e-sseutial r-trrrn‘‘.on of i.he bark. 
In OUT opint .■!), Hi-h! irj l-ts ifo--!; or, I’ro-:di;.in (B. /V >;..fb a. .Vf,'-, 

V, ffinr iA>rn. Tfth ii, pi. 1 B.Tj i« wr"-.',: in ttiirikinc: that the I'.s ‘bsnre s?>c,'. wevld 
ir'ue notes againv, r.l! kind' of gi-ss!' mithonl taking t>ie tr.yjrde so die.-e.vvr 
whether they had oi.-td or not. 
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(3) M. Solvay, a -Belgian entrepreneur, has recently elaborated s 
scheme of “ social accounting.” He also proposes the suppression 
of metaUic money and the introduction of a perfect system of 
payment. Here, however, the analogy ends. 

What Solvay proposed was the replacement of metallic money, 
not by bank-notes, but by a sj'stem of cheques and dearing-houses. 
His plan owes its inspiration to the modem development of the 
clearing-house system. Solvay thought that the system might be 
so extended ^ to make the employment of money entirely 
unnecessary. To every such clearing-house the State would hand 
over a cheque-book, covering a sum varying with the amount of 
real or personal property which the house poss^sed. This cheque- 
book was to have two columns, one for receipts, the other for expen- 
diture. Whenever any commodity was sold, the liquidation of debt 
would be eflected by the buyer’s stamping the book on the receipt 
side and the seller’s stamping it on the expenditure side. As soon 
as the total value of these transactions equalled the initial sum 
which the cheque-book was supposed to represent the book would 
be returned to the State bureau, where each individual account 
would be made up, “ In this way everybody’s receipts and 
expenditure will always be known with absolute clearness.” * 

The advantage of such a system would in the first place consist 
in the economy of metallic money. In the second place it would 
furnish the State with information as to the extent of everybody’s 
fortune. The State would then be in possession of the information 
necessary for setting up an equable scheme of succesnon duties which 
would gradually suppress the hereditary transmission of acquired 
fortune. Such gradual suppression would result in the total extinc- 
tion of the fundamental injustice of modem society, namely, the 
inequality of opportunity.* It would also help the application of that 
other principle of distributive justice, namely, “ to each according 
as he produces.” The idea is Saint-Simon’s rather than Proudhon’s. 

The scope of the proposed reform is quite clear. Social account- 
ing, according to Solvay, is a mere .element in a more general 
conception, that of “ productirism,” which in various ways is to 
result in increasing productivity to its maximum.'* 

In all it is impossible to see anything of Proudhon's ideas. 
With the exception of the suggestion of suppressing metallic money 

’ Anrjslts dt Vlr^iiei Solvay, roL i, p. IP. 

= mi., p. 25. 

= CL Frir,cij>eB d’Orientaiicm eociclf, a risvml of SoIvariE Elv^ee in pro- 
dnetivism and aocormting {Bnt=EeIs. 19041. 
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the fundamental conceptions arc utterly different. M. Solvay 
makes no pretence to ability to suppress interest, and he never 
imagines that money is the cause of interest. Tlic cheque and 
clearing system is a mere desnee for facilitating cash p.aymcnt. It 
has nothing in common with the Proudhonian system, whereby 
circulating notes are supposed to place credit sales and cash papnents 
on an equal footing.* 

The most serious objection to Solvay’s system lies in the fact 
that the suppression of money ns n circulating medium must also 
involve its suppression as a measure of value. It seems difficult to 
imagine that the universal cheque bank with no monetary support 
would not result in a rapid inflation of prices bcc.ausc of the sujKr- 
abundance of paper. But although the particular process advocated 
by Solvay is open to criticism there can be no objection to his desire 
to diminish the quantity of metallic money or to further the ideal of 
cqvial opportunity for all. 

The project was never successfully put into practice. Like the 
cognate ideas of “ the right to work,” “ the organisation of labour,” 
and ” working men’s associations,” the idea of “ free credit ” has 
left behind it a mere memory of n sudden checln 

On January 31, 1849, Proudhon, in the presence of a notarj’, 
set up a society knorni as the People’s B.ank. with n \'icw to 
showing the practicability of free credit, 'flic actual organis-ation 
differs considerably from tlic theoretical outline of the Exchange 
Bank, The Exchange Bank was to have no capital ; the People's 
Bank had a capital of 5,000,000 francs, di\*idcd into sluvres of the 
value of 5 francs cacli. Tlie Exchange Bank was to suppress 
metnUie money ; the People’s Bank had to be content, witli isstiijig 
notes against certain lands of commercial goods only. Tlic laxcJmngc 
Bank was to .‘iupprew; interest : the Pcoj>1c’e Bank fixed it. at. 2 }>cr 
cent., ex-peeling that it could be reduced to a mitiimum of i |KTce.iiU 

Despite tiicsc iinjiortant changes the bank would not vork. At 
the end of tJircc months the sub;cril>cd cajnl.a! was only 18,000 franrs, 
allbough the number of subscribers was almost 12,000. Just at 

* AlUioiifjii Sotvar's f ebeme Fccntn very iligrrent from iVeedhen'r, it 
fr.atttre;’ that trsTired the laphe^t eowmred.ation frem the l.crcJnb'viTj: CbrantL*.. 
f ion. In df, Ul C<*~.n>> 0 £n df G irf JVs'-nf'.V^.rr, 

which ApjK-.urd in Ijt .t.'enifwcf M.ay 0. ISt't.wc r~ad: '* Wi-,-cn in tK-^ future 
a^'Cefction ha.s Ivcc'cie ooreptete. th.rre wilt V r.e for rr'-r.. Eirrv 
tranrwlion wii) t>e earried on bv lirl^ncing th* aoronnS'. •«*!! !r.te 

l!)* pir.oe pf col!cc(i»,t ctrrhr, Jfor.ey, l>nth pap^r t<r'A rr.etaJ;!;, i? twr-dr mj'er- 
Ceous even in ptw-v-r.t-day f'-cirtT." The fcnthrr thi-r; pr'-^ceds m fv;:!Srre ♦ 
whenre of cJ'-aririn-hou-w. 
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that moment — March 25, 1849 — ^Proudhon "was brought before the 
Seine Assize Court to answer for two articles published on January 16 
and 27, 1849, containing an attack on Louis Bonaparte. He was 
sentenced to three years’ imprisonment and fined 3000 firancs. On 
■ April 11 he announced that the experiment would be discontinued, 
and that “ events had already proved too strong for it,” which 
seemed, to suggest that he had lost faith in the scheme. 

From that moment free credit falls into the background, and 
political and social considerations obtain firsfcjplace in his later works. 


rV : PROUDHON’S- INFLUENCE AFTER 1848 

It is extremely difficult to follow the influence of Proudhon’s thought 

after 1848. 

Karl Marx, who was almost unknown in 1848, became by the 
publication of lus Kapital in 1867 practically the sole representative 
' of theoretical socialism, Marx’s Misere de la Philosophie,^ published 
in 1847, is a bitter criticism of the Coniradiclions iconomiques, and 
shows how violently he was opposed to Proudhon’s ideas. To the 
champion of colIecti\ism the advocate of peasant proprietorship is 
scarcely comprehensible ; the theorist of class war can hardly be 
expected to s 3 unpathise with the advocate of class fusion, the revolu- 
tionary -with the pacificist.® The success of Marx’s ideas after 1867 

1 A hit at Proudhon’s Philosophic, de la if I'-sere, which was the sub-title of his 
ContradictioTis iconomiques. 

* In a letter written to Karl Marx on May 17, 1846 [CoTrespondance, vol. ii, 
p. 199), & propos the expression “ at the moment of striking,” which Marx had . 
employed, Proudhon takes the opportunity of declaring that he is opposed to 
all kinds of revolution. “Ton are perhajs still of opinion that no reform 
is possible without some kind of struggle or revolution, as it used to be called, 
but which is nothing more or less than a shock to society. That opinion I shared 
for a long time. I was always willing to discuss it, to explain it, and to defend it. 
But in my later studies I have completely changed my opinion. I think that 
it is not in the least necessary, and that consequently we ought not to consider 
revolution as a means of social reform. Revolution means an appeal to force, 
jwhich is clearly in contradiction to every project of reform. I prefer to put the 
question in a different fashion, namely. How can we arrange the economic 
activities of society in such a fashion that the wealth which is at present lost to 
society may be retained for its use 7 ” And in the Confessions d'tm Phxiluiion- 
naire, p. 61 : “A revolution is an explosion of organic forces, an evolution 
spreading from the heart of society through all ita members. It can only' 
'bo justified if it be spontaneous, peaceful, and gradual. It would bo as 
tvrannous to try to suppress it as to bring it about through violence. See 
M. Boiuguin’s article on Proudhon and Karl Marx in the P.evue d'Peonomie 
politique, 1893 
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cast all previous social systcfns into the shade. Proudhon, he 
tliought, was a mere petit bourgeois. IVJicn the celchralcd Inlcr- 
naUonal IVorking Men's Association was being founded in Ixjiuion in 
1804- the Parisian workmen who took part in it seemed to he entirely 
under the influence of Proudlion. At the first International Congress, 
held at Geneva in 1800, a memorial v,'as prc.scnlcd which Iwrc dc.ar 
indications of Proudhon’s influence, and its recommendations were 
.adopted. At the following Congress, in 1SC7, Proudhon's ideas met 
with a more determined resistance, and by the time of the Congress 
of Brussels (1808), and that of Basle (1800), .Marx’.s influence had 
become predominant. 

One might even doubt whether the Proudhoninn ideas defended 
by the Parisian workmen in 1800 were really those of the Proudhon 
of 1848, They seemed much more akin to the thesis of his Inst 
work. La CapaciU poliligue des Classes oui'rii.res, published in 18 C.';. 
This book was itself written under the inspirat ion of a working mcn'.s 
movement which had arisen in Paris after 1802 as the re.sult of n 
manifesto signed by sixty Parisi.an workmen. This inanifc.sto laid 
been submitted to Proudhon as the best Icnown representative of 
French socialism. The attitude of the I>crich workmen at the 
opening of the “International,” then, was the effect of a revival of 
Proudhonism ns the outcome of the public.ition of this new volume 
rather than a persistence of the ideas of ISIS.’ 

The revival was of short duration. Since then, however, the 
Marxian ideas have been submitted to verj' thorough criticism, and 
certain recent writers liavc displayed an entirely new intc.rcst in 
Proudhon's ideas. These writers, chief among whom i.s M. CtHirges 
Sorcl, combine a grc.at admiration for Marx with a no Ic.ss rc.’d 
respect for Proudhon. But even in lliis cjoc it is dilTicult to «-pe.nk 
of the movement as a revival of Proudhon’s ideas. It is rathtr a 
new current which owes its inspiration to ssTKiic.alism and ccuniums 
French anarchy and German ccillectivisu!. In rmy ca<e. it is so 
recent that we cannot yet dcfrrniinc its full import. 

’ Of) Oik fiftin! («o<' 1\h<U. i'lvM.'.fwn d i'itilar.nU (IVr;.'. IWTi; } rcitr* 
Ivy M. Ai’.'.SifT, 


r. i>. 
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BOOK III: LIBERALISM 

It is time we returned to the Classical writers. Now that the 
combat had grown fierce among its critics, we are anxious to know 
what the Classical school itself was doing to repel the onslaughts of 
the enemy. Its apparent quiescence must not mislead us into the 
belief that it was alreadj' extinct. Although the great works of 
Ricardo, Malthus, and Say were produced early in the century, 
it cannot be said that economic literature even after that period, 
especially in England, had remained at a standstill. But no work 
worthy of comparison OTth the writings of the first masters or their 
eloquent critics had as yet appeared. Now, however, the science 
was to captivate .the public ear a second time, and for a short period 
at least to unite its many votaries. 

But the union was no true one. The Clas|ic£d school itself was 
about to break up into two camps, the English and the French. In 
no sense can they be regarded as rivals, for they are defenders of the 
same catise. They are both champions of the twin principles of 
Liberalism and Indi%'idualism. But while the first, with John 
Stuart Mill as its leader, lent a sympathetic ear to the vigorous 
criticism now rampant everywhere, which claimed that the older 
theories ought to yield place tor the new, the French school, on the 
other hand, with Bastiat as its chief, struggled against all innovation, 
and reaffirmed its faith in the “ natural order ” and laissez-faire. 

This divergence really belongs to the origin of the science. Traces 
of it may be discovered if we compare the Physiocrats with Adam 
Smith, or J. B. Say with Ricardo ; but it was now accentuated, for 
reasons that we shall presently indicate. - 

Our third Book naturally divides itself into two parts, the one 
devoted to the French Liberal school, the other to the English, 


CHAPTER I: THE OPTBHSTS 

The previous Book has shown us the unsettled state of economic 
science. It has also indicated how the science was turned from its 
original course by reverses suffered at the hands of criticism, socialism, 
and interventionism, which were now vigorous everywhere. The 

32L2 
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time had come for an attempt to bring economic science back into 
its true path and to its old allegiance to the “natural order,” a 
position -which it had renounced since the days of the Piiysiocrats 
and Adam Smith. This was the task more especially undintaken 
by the French economists. 

The attitude of the French school i.s not difficult to explain, for 
the French economists found themselves f.accd by both socialism 
and Protection. We must never forget that France is the classic 
land of socialism.^ The influence exercised in England by Owen 
and in Germany by Wcitling or Schuster is unworthy of comparison 
with the exalted role played by Saint-Simon, Fourier, or Proudhon in 
France. The latter -wTilcrs svicldcd a vcriUihlc cimrm, not merely 
over working men, hut also over the inlcJIeclunls, and on that 
account were all the more dangerous, in the opinion of economists. 

French Protection w.as ner'cr represented by such a prominent 
champion as Germany had in List, but it was none the Ie.ss active. 
Protection in England succumbed after a feeble resistance to the 
repeal movement led by Cohden, but in France it -vsiis powerful 
enough to resist the campaign inaugurated by Bostiat. It is true 
that Napoleon III suppressed it, but it soon reappeared, ns vigorous 
ns ever. 

The French school hhd thus to meet two adversaries, disguised 
as one ; for Protection was but a counterfeit of socialism, and all 
the more hateful because it claimed to increase tlic happiness of 
proprictxjrs and manufacturers — of the wealthy; while socialists did 
at least aim at increasing the happiness of the workers — of the poor. 
Prdlcction was also more injurious, for being in operation its 
ravages were already felt, wherc-os the other, happily, w.as still at 
the Utopian stage. But in hitting at l>otli .advcrs.arics at once the 
French .school <Iiscovercd tli.at it possessed tins advantage ; it w.as 
free from the reproach that it was serving the interests of a pnrlicular 
class, and tsmld csmfidently reply that it wses fighting for the common 
good, 

A war of a hundred years can scarcely f.ai! to leave n mark 
upon the nation which l>cars the brunt of it, and we think that this 
affords some cxjilanation of the apologetic Jendeneies ,nnd of the 
normative and finalistic hypeithescs for rvhicli the French school 
has so often been reproached. 


* This is evt-n by Grrin.sn ecv-iatiirV “Tiie 

who care toe-als'm to t!;o world < rrn Is its tarli-r ferra* hsyr iinornrS/iScr^t 
thets'-dvr'." fur* Karl Orun. wbra cf }’rAr.?o juist alioat she finer 
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It is necessary that we should try to understand the line ol 
argument adopted hy the French writers in defending the 
optirnjstic doctrines which they so easily mistook for the science 
itself. They argued somewhat as follows : 

Pessimism is the great source of evil. The sombre prophecies 
of the pessimists have destroj'ed all belief in ‘ natural ' laws and in 
the spontaneous organisation of society, and men have been driven 
to seek for better fortune in artificial organisation. What is especiallv 
needed to refute the attacks of the critics, both' socialists and 
Protectionists, is to free the science from the compromising attitude 
adopted by ilalthus and Ricardo, and to show that their so-called 
‘ laws ’ have no real foundation. We must strive to show that 
natural la'ws lead, not to evil, but to good, although the path 
thither be sometimes 'by way of evil; that individual interests are 
at bottom one, and only superficially antagonistic ; that, as Bastiat 
put it, if everj'one would only follow his own interest he would 
univittingly find that he was advancing the interests of all.” In a 
word, if pessimism is to be refuted it can only be by the establishment 
of optimism. 

It is true that the French school protests against the adjective 
“ optimistic,” and refuses to be called “ orthodox.” Its protests would 
be justified if optimism implied quietism — that selfish contentment 
of the weU-to-do bourgeois who feels that everything is for the best 
in this best of all worlds — or the attenuated humam’tarianism of 
those who think that they can allay suffering by kind words or good 
deeds. It is nothing of the kind. We have already protested 
against interpreting laissez-faire as a mere negation of all acti^dty. 
It ought to he accepted in the- English sense of fair play and of 
keeping a clear field for the combatants. The economists both of 
the past and of the present have always been indefatigable vrranglers 
and controversialists of the first order, and they have never hesitated 
to denounce abuses. But their optimism is based upon the belief 
that the prevalence of evil in the economic structure is due to the 
imperfect realisation of liberty. The best remedy for these defects 
is greater and more perfect liberty ; ^ hence the title “ Liberal,” 
to which the school lays claim. The liberty of the worker is the 
best guarantee against the exploitation of his labour and the 
reduction of wages. 51- Emile Ollmer, the author of the law which 
suppressed combination fines, declared that freedom of combination 
, would put an end to strikes. Free loans would cause the disappear- 

1 “So many things have we attempted ! How is it that liberty, the easiest 
of all. has never been given a trial ? " (Bastiat, Barmomcs. chap. 4, p. 125.) 
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tincc of usury. Freedom of tmde -would pat an end to the ndulicra- 
tion of goods and the reign of trusts. Competition would everywhere 
secure cheap production and just distribution.* 

This optimism, strengthened and intensified, deepened their 
distrust of every land of social reform undertaken -with n view- to 
protecting the -weak, whether by the masters themselves or through 
the intciwention of the State, Liberty, so they thought, would 
finally remedy the evils -which it seemed to create, while State 
intervention merely aggravated tlie evils it sought to correct.* 

' What seems still more singular is their scant respect for “ associa- 
lionism ” as outlined in our previous chapter. It found just as 
little favour ns Slate control. They did not display quite the 
same contempt for it as -was shown by the Revolutionists. It was 
no longer actually condemned, and they put forward a formal ple.a 
for the right of combination, in politics, in religion, industty, 
commerce, and labour. But they always interpreted it us a mere 
right of coalition or association with n view to protecting or 
strengthening individual activity. Association as an instrument 
of social transformation that would set up co-operation in place of 
competition, and which in the name of solidarity demanded certain 
sacrifices from the individual for the sake of the community, was not 
to the liking of the Liberal Individualist school. Even the less 
ambitious and Ies.s complete forms, sncli as the co-oj)('raU\-c and 
the mutual aid society, seemed to them to be full of itlnsions and 
deceptions, it not aclnally vicious,* 

The most striking characteristic of the Frcncfi .school is it.s 
unbounded faith in individual liberty. Tiii>i di'liiwlivc trail ha;: 
never been lacking throughout the ccntniy and a hall th.at separates 

* One of tlw rrclion-' of Diinoyrr’c I<J rJu Trd'.yifi i» rn'idr-d J '* Of {hr 

Trttr Mtans of remedying the Eviis from -which the Worke.T ttifTe.r, hr extending 
tlie Splierc of Competition-'' (Book IV, ctmp. 10, 5 16.) 

* As ft matter of f.scl," f.-vyr Biinoyrr clrewhrre, " this eompelitioa which 
feca-.r fn.-:h r.n element of discord fs rr.nlly the me eo'id twrsd which l:aV» 
tofrethrr rdl the Vftriou* l ectien? of the rocial bc-dy.” 

* "When T! r- the State andrrf.ker- to tujipiy th'- wenta of the •r.divjdcal, 
the individna! him'-*-!/ lo-ej lo't ripht of free cha-ee T.nd h'c.-.mt-' k--' pw rTc.-'ive 
and ie’--" human ; nr.d by and by nil hb frllow rititrr.s sre infectc-i' seith a 
tr.nrnl iadigrrtnen.” (Bft.stl.ftt, //orT-.e-.i'rr. thsp, 17. p. 'tS.) 

* Rytiow-r c-ys; “You may f^.arrh the t;;.'r,atf.*e of r.r.-’-'-iatior, $..• tr.arh 

it« you lilr, btit you sci’d neerr eem.e a fir.,';- ■•.•■.t dii'cw-er; r.f r.r. 

rqnor.tilc m.'-.aa^ of di-'trii'iiiion.'' if.i! rrif T'sinCl. tc\. rerth'.*. 

h,e ft-errie that ha* damacf-i riacir.t eter. r.-iorc ihar. m.-diridus.'; 

nioraiity, ffeatne r.oth’ms wsH Ixe cor.'idrrtd ta-wfuf an!'-*.* (V,;;* j -• jj, 
ft whole. It ix tnm that ir. ihb cx-'e he rp-.-.Kiaj chi'di- of 

41 ^ !i.i.a'ion. l‘tit tiie o'r.demr.atioc i;*-* a imj'Ort, 
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us from the time of the Physiocrats, Its most eminent representa- 
tives, vrhile spuming the title Orthodox or aassical, have repeatedly 
declared that they msh for no other name than, Liberal.^ 

It is also marked by a certain vrant of sympathy vrith the masses 
in their sufferings. Science, doubtless, does not make for sjTnpathy. 
Blit what we merely wish to note is the presence of a certain tendency' 
— already very pronounced in Malthus — to believe that people’s 
misfortunes result from their vices or their impro\'ident habits.* 
The Iiiberal school was qmte prepared to extend an enthusiastic 
welcome to the teaching of Darwin. He pointed out that a necessary 
condition of progress was the natural selection of the best by the 
elimination of the incapable, and that the price paid is not a bit too 
high. Belief in the virtue of competition led to the ^orification of 
the struggle for life. 

But the Liberal school failed to demonstrate the goodness of all 
natural laws ; neither did it succeed in arresting the progress of either 
socialism or Protection. The end of the nineteenth century foxmd 
it submerged beneath the waters of both currents. Yet it never 
once lost confidence. Its fidelity to principle, its continuity of 
doctrine, its resolute, noble disdain of unpopularity, have won for it 
a unique position ; and it deserves better than the summary judgment 
of foreign economists, who describe it as devoid of all originality, 
or at best as only a pale reflection of the doctrine of .4dam Smith. 

Tn this chapter we are to study the period when Liberalism and 
Optimism were at the height of their fame. It runs from 1830 to 1850. 
It was during this epoch, that the union of political and economic 
liberty took place. Henceforth they are combined in a single cult 
known as Liberalism. Economic liberty — that is, the free choice of 
vocation and the free exchange of the fruits of one’s toil — no longer 
figured in the category of necessary liberties, alongside of liberty of 
conscience or freedom of the press. Like the others it was one of 

^ On the occasion of the international gathering of economists st the Paris 
Exposition in July 1900, Lexasssar, one of the most moderate members of the 
Liberal school, said : “ There is no need to draw any distinction between ns. 
Liberal economists ought not to be divided in this way. There may be diTerent 
opinions on the question of applying out principles, Irat we are all united on 
this question of liberty. A man becomes wealthy, successful, or powerfnl all 
the sooner if he is free. The more liberty we have, the greater the stmituns to 
labour and thought and to the production of wealth.” (Journal des Setmon-.uiu, 
August 15, 1900.) 

* •' It is a good thing to have a number of inferior places in society to which 
families that conduct themselves badly are liable to fall, and from which they 
can rise only by dint of good behaviour. Want is just such a fcelL” (Daaoyer. 
La Lib^i du Trarail, p. 409.) 
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Ihe successes already nehieved by democracy or ci^dlisalion, and to 
attempt to suppress it vras as vain ns to try to make a river flow 
backward. It was just a i)arl of tlic wider movement tov/ards 
freedom from all servitude. 

Tlic appearance of political economy at the time wJicn the old 
rigljrn was showing signs of disintegration is not \s'ithout significance. 
Tlic Pliysiocrats, who were the first Liberal Optimists, were unjustly 
ignored and neglected by their own descendants, not becatisc of their 
economic errors so much ns because of their political doctrines, 
especially their acceptance of legal despotism, which seemed to the 
Liberals of 1880, if not an actual monstrosity, at least a sufficiently 
typical survival of tlic old r/gi’me to discredit the whole I’liysio- 
cratic system.* 

Charles Dunoyer’s book, which appeared in 1815,* and which 
bears the significaut title of De la Liberli du Travail, on .fimple Exparf 
dea Conditions dans ItsqndUs tea Forces hurnaines s'cxercent avee le plus 
de Puissance, exactly marks this era of politico-economic Liberalism. 
IJut although DHnoycr'.s book is a eulogy of liberty in nil its forms, 
especially its competitive aspects, the optimistic note is not so 
marked ns it is in another much more celebrated work whicli 
appeared about the same date — Lcj Harmonies ^coaomiques of 
Ilastiat (1850). The Harmonies am! the other , works of IJastiat 
contain all the essential trails of the Liberal doctrine. His extreme 
optimism and his belief in final causes have been disavowed by n 
great many of 'the Liberal economists, but he remains the best 
known figure of the Optimistic liberal group, and possibly of the 
whole French school. 

Another economist v,hose name is inseparably linked with tl:r 
Optimistic doctrine, and of whom we have already made some 
mention, is the American Carey.* In many respects Carey ought to 
he given first place, were it only because of his priority as a writer, 
and cspccinlly, {h rhnp-. since he accuses Iln.stiat of pl.atri.arism. In 
his treatment of cert.ain aspects of the subject, such as the «piestion 
of method, in lhelogic.nl consi.^teney ofhis nr'rtmunt, atul in thcsco{>r 
of his discussion of such a pretbiem as that of rent, he di'pl.'.s-s a 
marked .superiority. In our e.xpositlon of docvrine stcjI-.i'; 

‘ 8ee tf;o dkriir^inn of the jynlitjral doctrin*' of the Thwl-x-mt*, pp. ri >. 

• Lditmrtj of the appeared beterrea «,r;d tel 

vohsme WMi much xmaUcr nod ijr.d r, difTctent title, l-’-.m-sver -.nU e.srs.'n » 

t.iuf ntfention towr.rd» the rad of thia chapter. Cf. Vd’ry, L'tKii’Xt /rc r. '-.-'T-e 
■Jt. Hur.'r.'r (l’;ir3«, ISred). « 

* Ilrnry Ch.wles Csrey aw.* t<m st Fhib.dript ’a In IT?",*--! dW in ’.'’.f'. 

Up to the spe e! fnrty.two he foUotrcd the prcfrrrion of a pul u*1.'T. x. 
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give to Carey s the attention which it deserves. Our decision to give 
Bastiat and not Carey the central position in this chapter is due in 
the first place to the consideration that we are writing primarily 
for French students, who will lie more frequently called upon to read 
Bastiat than Carey ; and in the second -place to the fact that the 
works of the American economist appeared at a time when economic 
instruction scarcely existed in the United States, and consequently 
his writings never exercised the same influence as those of the 
French economist, which appeared just when the war of ideas Was 
at its fiercest. Finally, Carey’s doctrine is lacking iji the beautiful 
umty- of conception of the harmonies, so that alongside of the 
adv'ocacy of free competition among individuals is presented an 
outline of national Protection. Thus we have been forced to 
divide our treatment of Carey into two sections. The heterogeneous, 
not to say contradictory, character, of his doctrines accounts for his 
appearing in two different chapters. 

Bastiat,^ both at home and abroad, has always been regarded as 
•1835 to devote himself to economic studies. The three volumes of his Frirwiplu 
of Political Economy were issued in 1837, 1838, and 1840 respectively. In 1848 
appeared The Past, tin Present, and the Future, which contains hfe theoiy oi 
rent. In 1850 his Harmony of Interests, Agricultural, Manufacturing, ard 
Commercial, was published, and in 1853-59 his Principles of Social Science. 

These dates possess some importance. At the time of the publication of the 
Harmonies in 1850 Carey wrote a letter to the Journal des Economisies accusing 
Bastiat of plagiarism. Bastiat, who was already on the point of death, wrote 
to the same paper to defend himself. He admitted that he had read Carey’s 
first book, and excuses himself for not making any reference lo it on the ground 
that Carey had said so many uncomplimentary things about the French that he 
hesitated to recommend Bis work. Several foreign economists have ninco made 
the assertion that Bastiat merely copied Carey, hut this is a gross exaggeration. 
Coincidence is a common feature in literary and cdentific history. We have 
quite a recent instance in the rimultaneous appearance of the utility theory 
in England and France. 

^ Frederic Bastiat, bom in 1801 near Bayonne, belonged to a family of fairly 
wealthy merchants, and he himself became in turn a merchant, a farmer in the 
Landes district, a justice of the peace, a councillor, and finally a deputy in the 
Constituent Assembly of 1848. He made little impression-in the Assembly ; 
but he scarcely had time to become known there before his health gave way. He 
died at Rome in 1850, at the age of forty-nine. 

Brief as was Bastiat’s life, his Bterary career was shorter stilL It last^ just 
six rears. His first article appeared in the Journal des Economistes in l844. His 
one book, appropriately called Les Harmonies Iconomiques, written in 1849, 
remains a fragment. In the meantime he published his Petits Pampldeis lud 
his Sophismes, which were aimed at Protection and socialism. Ho was very 
anxious to organise a French Free Trade League on the lines of that which won 
such triumphs in England under the guidance of Cobdeu, but he did not succeed. 

His life -was that of the publicist rather than the scholar. He was not a 
bookworm, although ho bad read Say before ho was nineteen, and Franklin’* 
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the very incarnation of bourgeois political economy. Proudhon, 
Lassalle in his famous pamphlet Bnstiat Scliuhc-Delilz^ch, Cnimes, 
Sidgvick, Marshall, and Bohm-Bawerk all think of him as the 
advocate of the existing order. None of them considers him a 
Bcicntific writer. They treat his OTitings as a kind of amplification 
of Franldln’s Poor Ttichard's Almanac, where apologues take the 
place of demonstration and a much-vaunted transparency of style 
is simply due to absence of thought. 

Bastiat deserves a justcr estimate. The man who v.Tote that 
•‘if capital merely exists for the advantage of the capitalist I am 
prepared to become a socialist,” or who declared that “ one important 
service that still requires to be done for political economy is to 
write the history of spoliation,” was not a mere well-to-do hourgf ois. 
It is true that he carried the ” isms ” of the French school to absurd 
lengths. An unkind fate decreed that his contribution should 
mark the culminating-point of the doctrine, to be followed by tlic 
inevitable reaction. To the force of that reaction he had to bow. 
and his whole work was demolished. 

Bnstiat’s arguments against socialism arc somrwhat antiquated, 
but so are the peculiar forms of socialist organisation which he had 
in view when writing. This is not true of the arguments dealing with 
Protection. These have not been entirely useless. Tliough they 
failed to check the policy of Protection, they definitely invalidated 
some of its arguments. If modem Protectionists no longer speak of 
the “inundation of a country ” or of an “invasion of foreign goods,” 
and if the old and celebrated argument concerning national labour is 
less frequently invokcil ns a kind of final appeal, we too often forget 
that alt this is due to the Buiall but aclminihle pamphlets written by 

Poor R\rhar,Vt Ahr,nr,ac foou ivUtrwnt.I'i, He very cr.fiu'.r.rv'Uc ahovA the 
merits of FraaUlin's works. snJ Franklin's jnflntn'-e iijVfa his '■.■lii;--.!. e •, on npon 
hb pcrsoasl oppenrnnee ant! bchttviotir, i* very mMkeil. “ Willi !,i« long hr.ir, 
his sinMl cap, his long fiocV.-co^t. mwl hl« Htpe tirahrclln, he rt'emed for fill the 
World like a rustic on n vifit to (own. " {^toUn^r^ in the J'-.rral cw /Te.'-.,— .iVfo'. 
Fcbru.iry is.'ii.) 

These ‘biographical details should not I'o lost riphl of, by tho’- 

who ftocii-'c him of inckrng scientific cnllure and of I'eint: mere of a jcarrr.li?! 
than an ceonomist. 

Despite the fact that he has been rcrerrly by forfvn he •• 

rtiU very ]X)pu!ar in Fr.ar.re. His -wit is r. litt!'’ cosr>c, l.i' in-.y s'^rr.rwh-.t Murt, 
and his dis:xiun-c,s are perhaps t^o 'ttperfirird. t.nt his w-sirmti-.n. hi* 
tense, ruid hi" lucidity leave an indibb!- imprc'-'in m th- nsir.d. Ar-i wr 
arc by no means certain that the //n-n-raV-j and th- ra-.p'-fo'' are net ttfi! ?! ♦ 
l>C‘t books that r. voting rtud-nt o! pa'itic-.t t>'.''r.arr.y ran t'.;,''':; !y r-". 1. ) tt- 

Orrr, wc piial! find by arxl by that lb" partly tra-r;?:'’? p.a't o' hU :> by 
tat) cicaas m-gligibsc. 
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Bastiat.^ Such were The Petition of the Candle-tmhers and Tht 
Complaint of the Left Hand against the Right. No one could more 
scornfully show the laughable inconsistency of tunnelling the 
mountains which divide countries, with a view to facilitating 
- exchange, while at the same time setting .up a customs barrier at 
each end ; or expose the patent contradiction involved in guarantee- 
ing a minimum revenue to -the landed proprietors and capitalists bv 
the establishment of protective rights, while refusing a minimum 
wage to the worker. No one h^s- better emphasised the difficulty 
of justifying an import duty as compared with an ordinary tax, for 
a tax is levied upon the individual for the benefit of all, while a 
duty is levied upon all for the benefit of the few.. 

He has not been quite so happy in his exposition of individualism. 
The problem has been over-simplified : individual and international 
exchange have been treated as if they were on all fours. Analogies, 
more amusing than soh'd, are employed to show that the advantages 
, of international trade are greater if a country has an rmfavourable 
balance against it, and that international exchange benefits poor 
countries most.^ 

The thesis of the constructive portion of his work is as follorvs : 
“ The general laws of the social world are in harmony with one 
another, and in every way tend to the perfection of humanity.” 
A priori, however, are we not confronted with rank disorder every- 
where ? To that he replies in his well-known apologue, “ Things 
are not what they seem,” pointing out that we cannot alwaj’s 
trust what we see, and that what is not seen is verj' often true. 
Apparent antagonisms on closer view often reveal harmonious 
^ elements. But man’s freedom sometimes breaks the harmony and 
^ destroys thel. liberty of others. Especially is this the case with 
spoliation, which Bastiat never attempts to justify, but denounces 
whenever he has the chance. But around man and within him are 
diverse forces which must lead him the way of the good, deviate he 
never so often, and which will finally and automatically re-establish 
the harmony. “ My belief is that evil, far from being antagonistic 
to the good, in some mysterious way promotes it, while the good 
can never end in evil. In the final reckoning the good must surely 
triumph.” ® 

It is quite evident that this doctrine goes far beyond the con- 

I On this question of who benefits by international trade see oar discussion 

of Sfill’s treatment of the problem (pp. 3&t-365). 

i Harmonies, p. 21, Our quotations are taken from the tenth edition of the 

(Envres compliles. 
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ceptioH of “ natural laws,” and implies a belief in a Pfovidentiri! 
order. Basliat never shrinks from this position. lie never misses 
an opportunity of declaring his faith in language much clearer than 
that of the Physiocrats, “ God,” he vTitcs, “ h.a-s placed witliin each 
individual an irresistible impulse towards the good, and a never- 
failing light which enables him to discern it,” * 

Auguste Comte has dcliver'-.d an eloquent protest against the vain 
and irrational disposition to think that onl}’ the spontaneous cs.n 
be regarded os conforming to the “ order ” of nature. Were this 
the case any practical difficulty ” that presented itself in the course 
of industrial development could only be met with a kind of solemn 
resignation under the express sanction of politicjil economy.” * 

Even as an exposition of the Providential order Bastial’s faith 
is not easy to justify. It by no means agrees with the Christian 
teaching on the point. Tor wc cannot forget that although Scripture 
teaches us that both man and nature were declared good when first 
created by God, it also teaches that both have been entirely pcrs'crted 
by man's iniquity, and that never wdll they become good of their 
own accord, since there is no natural means of salvation,* Christian 
people arc exhorted to Icill the natural man within them and to 
foster the growth of the new man. Christianity promises a new 
heaven and a new earth — an infinitely more revolutionary doctrine 
than that of the economic Optimists. B;i.stiat’.s God is. after all, just 
“ Le Dial dcs loniics gens ” whose praises are sung hy Berntigcr. 

What arc the facts of this pre-established harmony 7 'iVhat arc 
its laws, and where arc they operative ? They are in evidence 
everywhere, Basliat thinks — in value and exchange, in the insti- 
tution of private property, in competition, production and con- 
sumption, etc. Wc shall content ourselves with a cotisidcr.ation 
of the circumstances under which Ihisti.at thought it was most clearly 
seen. 

‘ “Econotnio phcaorocna are not without their rfheirnt catise r.nd their 
rrovidential aim.” (//amoaf'*. last page.) 

” lyxiking at thin Lsnaony, the econotnUt can join with the o.'t.u.’Viir.jtr nr.:S 
the tih57iologipl and ray : Digitus Dti hif," (IJi'd., ci.ap 10, p. .'iO.) 

“If everyone would taily look nfier h)!' own r.fT.dr?'. Cod would lock afuf 
everylKxiyV.” (/Wd., chap. 8, p. gW.) 

• Auguste Comte, Cvurf dr Phflr-!<yyf-.ie ■prji'.ivr, vcl. ir, p. gp;. 

* Th'- liturgy of the Tloforir.ed Cliorci! rtr.d r.-fo'-owe: “ tW erl.r,''.wirdg^ 
and cotifera oar manifold rins,” Sec tnir chapter on Di^rivirr lL~.i I’.n' 
Ir^piration te CAH/ft’anily. 
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I : THE THEORY OF SERVICE*VALUE 

First of all vre have the law of value. “ which is to political econoniv 

what numbers are to arithmetic.” ^ 

Ricardo taught that value was deternuned by the quantity of 
labour necessary for production. This theory is entirely at one 
■with Bastiat s, and he would have felt no compunction about 
inserting it in the Harmonies, for a theory of value which showed 
that every form of property is really based upon labour seemed to 
accord -with the requirements of justice. Blit although Bastiat’s- 
method was almost exclusively deductive, and as little realistic as 
possible, he could never content himself with an explanation whicfc 
was aU too clearly in conflict with the facts. Such a theory could 
never explain w!^ the value of a pearl accidentally discovered 
should equal the value of another laboriously brought from the 
depths of the sea. Accordingly he sought another explanation, 
juster, and more in accordance -with facts, than Ricardo’s. 

Carey effected just the needed correction of the Ricardian theory,* 
by propoimding another ingenious explanation, namely, that value 
is determined, not by the quantity of labour actually employed in 
production, but by the quanrity of labour saved. This would 
accotmt for those facts that refused to fit in -with the Ricardian 
theory, and the chance pearl was no longer a stumbling-block. 
Bastiat was e^ddently attracted by this theory.® But his satisfaction 
was by no means complete, for it is not quite clear how a value 
which is proportional to the amount of labour saved — ^that is, to 
labour which never has been and never ■will be undertaken — can be 
considered as an economic harmony. But a ray of light illumines 
the darkness. The labour saved is a kind of service rendered to the 
person who acquires the commodity. The long^sought explanation 
is found at last ! “ Value is the ratio between two exchanged 

services.” ® And, seeing that individual property and private for- 
times represent sums of values, we might say that a person’s property 
is merely the sum of the services rendered by him. Herein lies the 
harmony. Nothing better could be ■wished for, and Bastiat exults 
in his discovery. Everything becomes quite clear, every contradic- 

i Harmonies, chap. 5, p. 140. 

* “I have attempted to show that value is based not so much upon the 
amount of labour ■which a thing has cost the person ■who made it, as upon the 
amount of labour it saves the persons who obtain it. [He ought to have actno'W- 
ledged his indebtedness to Carey in this matter.] Hence I have adopted the 
term ‘service,’ ■which implies both ideas.” [Ibid., chap. 9, p, S41-) 

3 Ibid., chap. 5, p. 145. 
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tion ie removed, every difficulty solved, if ve take for our starting- 
point the crux of economic theory — namely, why diamonds arc con- 
sidered more valuable than waterf The diamond is more valuable 
simply because the person who gives it to rne is rendering me a 
greater service than he who merely gives me a glass of water. This 
was not the case on the Medusan raft, but even in that instance, 
seeing that the service rendered was incalculable, the value must 
have been immense. 

Every solution propounded by economists — utility, scarcity, 
difficulty of acquisition, cost of production, labour — is included 
within this concqdion of service, and- “ economists of all shades of 
opinion ought to feel satisfied.” “ Jly decision is favourable to 
every one of them, for they have all seen some aspect of the truth ; 
error being on the other side of the shield.” ’ Moreover, the word 
“ service ” has the advantage of including, besides value properly 
so called (that is, the price of goods), the price of all productive 
Ecrsdccs such ns nj)pear under the heads of loans, rent, discount, and 
interest, — in short, “.cvcrj’thing that can be said to render a service.”.* 

• llammits, clmp. .O, p. 103. 

" Socialiatfl and economists, clinrapions of equality and fraternity, i challenge 
you, however numerous yon may be, to miso even t shadow of objection to the 
legitimacy of mutual service voluntarily rendered, and con.^equently against 
tho institution of private property as I have defined it. With regard to twth 
these considerntions, men can only possess values, and values merely reiirrsent 
equal services freely scoured and freely given." {Ibi'l., chap. 8, pp. 06.7, *63.) 

Had the limits of this work permitted us to speak of the Italian eeonomi.sta 
wo nhould have had to refer to Ferrara, profen'or at Turin from 1819 to 185“?, 
whose theory of value and economic harmony link him to his contemporaries 
Carey and Bnstiat. Tho whole economic edifice, according to Ferrara, wrv.s 
built upon cost of production. The value of a commodity Ls not mea‘=t’.rcd 
by the amount of labour which it really Im.s cost to produce, but by the auionnt 
of labour that would bo required to produce nnotlicr Eimit.ar commcaiity, or, 
if the commodity in quc-slion be ab.-^olufely limitcri in qu.entity, such b. 9 is the 
case with an old work of art, by the labour necer'aty to prtxiueo a new one 
that would satisfy the same nec<l equally well— an applic-atinn of the principle 
of substilulioi) which had not been formulated when Ferrara wrote. The 
progrer.s of indu.stty gradually rcducca tho cost of labour and with 

human effort ; hence harmony. 

Kvcrj-lliing, including tho e.arlh and lln products, even c.aj'it.al, are subject 
(o this same law, and a gradual diminution of rent and a lowering of the rate 
of interest arc thti-s af:-nred. 

Fcrrara'a principal writingj conrirt of prtt.ace.s to Italian trr<!-f!.at;cr.« of the 
works of the chit! economi' t.^. They were, publi-hrd in n collcelion known f.s 
iJH.tt'Nfca ddr Ecoacr.tis.'a (Turin. lS,V)-70. 2C Tob.) 

’ Ilarr-.oT.ies, chap. 7, p. 230. The controversy l>ctwcen Bar tint ar.-l P.-ouilhon 
ill 1819 concerning the iepTimacy of intenwt wrut pub!i»h<'d under the title cf 
Ora’.ttiif du CrfAit, but tb" argtitr.cnt is sc.arcely worth examining i.crc. E-m l'» 
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One cannot help smiling at Bastiat’s naive exultation, for hf 
never realises that his foirniila is so comprehensive and includes 
everything within itself simply because it is an empty form— a mere 
passe-pariout It really amounts to saying that value depends upon 
desirabihty, and we are not so much farther on after all.i On 
closer view, it even lacks that apologetic tone which evidently 
attracted Bastiat to it. It legitinuses neither "value nor property, 
and even- if it did it would simply be by the help of a hypocritical 
formula, for the word “ service ” gives rise to the belief that all value 
implies a benefit for those who receive it and a virtue in those who 
give it. But very frequently -it is nothing of the kind. The owner 
of a house or of a piece of land in the city of London which is let 
or sold at a fabulous price, the capitalist who lends money to a 
needy borrower at a usurious rate, or the politician even who in 
return for an enormous bribe secures some financial concession, 
cannot be said to be rendering any real service, for all these have 
either been solicited or demanded, or perhaps even extorted imder 
pressure. Such abnormal rates of discount, interest, or rent can 
find no place in Bastiat’s formula. From a moral and ethical point 
of view it is equally futile. It is a mere mask which affords protection 
as well to the worst exploiter as to the honest tradesman ; all are 
thrown promiscuously into the “ universal harmony.” * 

argument is based upon the supposition that the person who lends money 
performs some service or other, and that the service, whenever given, should be 
paid for; in other words, he maintains that capital is productive. A plane 
means more planks produced, and it is only just that the owner of the plane 
shonld got Bomo of them, Proudhon replies that he does not deny the legitimacy 
of interest under present-conditions, but that interest itself is just a historic^ 
category — to use a phrase that only became current after Proudhon’s time — and 
that it will be quite unnecessary under the new rtgime. The Exchange Bank was 
to bo the parent of the new order. The two combatants never really come to 
blows. They keep on arguing about nothing. The result is that this discussion 
is very trying and brings little honour to either. 

1 “ The relative importance of any service must vary with the circumstances. 
This will depend upon its utility, and the number of people who are willing to 
^ve the amount of labour, of ability or training necessary to produce it> as 
well as the amount of labour which it will save us,” {Barmonies, chap. 5, p. 146.) 

* Bastiat himself was obliged to recognise this. “ I have not taken the 
trouble to ask whether all these services are real and proper or whether men are 
not sometimes paid for services which they never give. The world is full of 
such injustices.” (Bid., chap. 6, p. 167-) 

But if the world is full of people who arc paid for services which they have 
never given or for merely imaginary and improper work, what is the use of 
speaking of value and property os if they were founded tipon service rendered ? 

See Gide’fi amcle on La Notion de la Folew dans Bos! {at, in the Bewe 
d'Economie politique, 1887. 
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Despite the justness of these criticisms, and althougi) Bastiat’s 
attempt to explain value by employing the term “ screicc ” must 
be regarded as futile, the word has not remained a mere ingenious 
epithet. On the contrary, it has won for itself a permanent place 
in economic terminology. We shall again meet with it in the 
vocabulary of that school which prides itself upon the exactness of 
its method, namely, the Hedonistic andMalhemnlical school. Tliese 
later UTilcrs constantly niakc use of the term “ productive sersdees,” 
and would find it hard to discover another word having a suffi- 
ciently wide connotation,* It is true lliat the word “ service ” with 
all the noble associations of unselfish interest and professional honour 
which cling to it (compare the phrase “ liis Jfajesty’s service ”), may 
lead us astray os to the economic arrangements of society, and that 
a recollection of the less distinguished uses of the term may cause 
us to doubt the wisdom of BasUat’s choice. Still, it is the best that 
we can imagine when speaking of the society of the future. It is 
employed in the same sense as Auguste Comic used the term “ social 
function,” or as the equivalent of Marshall’s ” economic chivalry.” ’ 
In attempting to present to ourselves the society of the future, or at 
least the society of our dreams, we must hope that the present 
incentive to economic aclis'ity, which is merely the desire for profit, 
will gradually give place to the idea of social scrncc. When that 
day dawns a statue ought to be erected to the memory of BasU.at. 


II : THE LAW OF FREE UTILITY AND RENT 
UiCAiino’s law of rent was the optimist’s nighlm.arc. Should it by 
any chance prove true, then the institution of properly must be 
abandoned altogether, and victors* must lie with the socialists, 
wiiorn the economists regarded as somewhat of a social nuisance. 
It was necessary, then, at nil costs, to shosv that this law had in 
realily no foundation, and with this end in view Bnstiat attempts 
to defend the par.adox that nature or land gratuitously gives its 
products to all men. But must wc really say that corn and cos!, 
the prodticb of soil and mine, literally do not- pay for the trouble of 
getting them? In other words, have they no value? B.a<liat 
replies that they doubtless possess some value, but that the price 
paid for them docs not cover the natural utility of those products. 

* J. B. Bay had .slwsdy emptoyrd the term *' rrrrirc " withnat ririne it 
iiDniiitivo riptifirntire. simply iistne it to dirtinspi!'!! ircdth which 

condsti of acts nnJ wraith wluch coasi-sta of m.at/ria! products. 

' PorfihilHi'f cf Chifoia;, in jQt;rr,al, ifarch 
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It merely covers cost of production, and is only just sulSdent to 
reimburse the proprietor for the expense incurred. 

Every product contains two layers of superimposed utilities. 
The one is begot of onerous toil and must be paid for. It constitutes 
what we call value. The other, which is thrown into the bargain, 
is a gift of nature, and as such is ner-er paid for. This lower stratum, 
though it is of considerable importance, is ignored simply because it 
is not revealed in Jirice. It is in\dsible because it is free. 

But whenever a commodity is free, like air, light, or running 
water, it is the common possession of ever^’^body. The same idea 
may be expressed by saying that below the apparent layer of value 
which constitutes individual property there lies an invisible layer 
of common property which benefits everybody alike, “ What 
Providence decreed should be co mm on has remained so throughout 
the whole history of human transactions,” 

“ This,” says Bastiat, “ is the essential law of social harmony.” 
The proprietor, who in the Ricardian theory* ligiures as a Mnd of 
dragon, jealously guarding the treasures of national wealth, which 
can only be enjoyed on payment of a fine, or who in Proudhon’s 
passionate invectives is denounced as an interceptor of the gifts of 
God, appears to Bastiat as a mere intermediary between nature and 
consumer. He is like a good servant who draws water from a 
common fount, and receives payment, not for the water dra’ivn, but 
solely for the trouble of drawing it.^ 

But there is a still greater degree of harmony. Of the two 
elements — the onerous and the gratuitous — ^which enter into the 
composition of all forms of wealth, the former gradually tends to 
lose its Importance relatively to the latter. It is a general law of 
industry that as invention progresses the human effort necessaiy' to 
obtain the same satisfaction diminishes. New labour is almost 
always more productive than old, and this is true w-ith regard to all 

* “And I also declare that yon have not intercepted any of the ^ts of 
God. It is true that yon received them free out of nature’s hand- But it is 
equally true that yon have handed them on freely, reserving nothing for yonrselL 
Fear not, fant live in peace and freedom from every qualm.” (Earmor.ia, 
^ chap. 8, p. 257.) 

“ Coal is free for everyone. There is neither paradox nor eiaggeratioa in 
that. It is as free as the water of the brook, if we only take the trouble to get 
it, or pav others for getting it for ns." [Ibid., chap. 10.) Bastiat would noi. 
regard the shareholders’ dividends as payments for the trouble which the share- 
holders have taken in getting the coal 'The dividends simply pay for the trouble 
taken to save the money which made the exploitation possible, 

Sav spoke of free natural agents. What he meant to refer to was such 
naturi commodities as air and water, which are at the disposal of everyone. 
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products, whether corn or coal, steel or cotton. It is true not only of 
the products of the land, but also of the land itself. The cost of 
clearing new land is diminishing, just os the expense of making new 
machinery is decreasing. The natural utility, on the contrary, is 
never diminished. Corn has to-day exactly the same utility as it 
had on the morrow of the Deluge, 

Property being nothing more than a sum of values, every 
diminution of value must be interpreted as a constant restriction of 
the rights of property. 

Hence this re.sult, “which reveals a most important fact for the 
science, a fact, if I mistake not, as yet uripcrceived,” » namely, 
that in every progressive society common or gratuitous utility never 
stops growing, while the more arduous portion,, Avhich is usually 
appropriated, gradually contracts. Present society is already 
communistic, and is becoming more so every day. 

The idea is indeed an attractive one. Individual property is like 
a number of islands surrounded by a vast communal sen which is 
continually rising, fretting their coasts and reducing their areas. 
When labour has become all-powerful and when science has dispensed 
with effort the last islet of property vrill sink beneath the wave of 
free utility. And so Bastiat triiunphantly exclaims : “ You cora- 
muni.sts dream of a future communism. Here you have the actual 
thing. All utilities arc freely given by the present social order 
provided avc facilitate exchange.” ’ 

Bastiat, usually so logical, seems inclined to be sophistical here. 

If we seek beneath this brilliant demonstration wc shall merely fmd 
the statement that rent is non-existent because the value of com- 
modities — including all natural products — can never exceed cost of 
production. This cost of production is being continually lowered, 
and so the value of goods must be falling. 

Rut the .statement requires proof. There is nothing to show how 
the price of natural goods under the influence of competition would 
tend to fall to the level of cost of production — still less to the 
minimum level. There is no refutation cither of the differential or 
monopolistic theory of rent. There is doubtless this much truth in 
it ; nature docs not create value, nor docs it demand payment for - 
it. No one would to-day say that n .single cent of the price of corn 
or coal was meant as pavmicnt for tlic alimentary properlic.s of the 
one or the cjilorific cap.acity of the other. But although it is true 
that nature asks nothing in retum, it is not correct to say tlwt the 
landowner demands nothing except payment for trouble and 
» chap. 8. p. £r,Q. ■ I chap. 6, p. U2. 
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expenditure incurred. And tins extra gain he never relinqmst„ 
unless under pressure of competition. But this very seldom happens, 
and economic theorists have to be content merely vrith showing how 
the sale price usually exceeds the cost of production, and how this 
excess is variously hnowm as rent, profits, or surplus value. 

Bastiat was fully conscious of the weakness of his argument. 
He saw quite dearly that possession of a suitable piece of land in 
the Champs-Hlysees wodd earn something more than mere pajTnent 
for labour and outgoings. It is then that he takes refuge in his 
theory of value, and attempts to show that the proprietor wifl never 
draw more than the price of the service rendered. This may be 
true. But the mere fact of possessing a natural source of wealth 
permits of the raising of the price of these goods a great deal, and 
then what becomes of community of interests, and of the theory 
that the goods are handed on by the proprietor free of any charge ? 

How superior is Carey’s theory, both in its sdentific value and in 
its social import f Carey follows Ricardo step by step, whereas it 
seems that Bastiat had only a very imperfect acquaintance with the 
Ricardian theory’.^ In reply to the statement that the value of com 
rises progressively because the more fertile lands are occupied first, 
and the less fertile have to be utilised afterwards, Carey points out 
that, on the contrary, cultivation be^ns with the poorer land first, 
and that the richest is the last to be cultivated. The consequence 
is just the reverse of what Ricardo predicted. As production 
increases, the price of com will be lowered. The process of reasom’ng 
by which this reversal of the order of cultivation is demonstrated is 
very interesting. The domestication of land, if the phrase be 
permissible, like the utilisation of all natural forces, takes place 
according to the inverted order of their strength. Animals are 
domesticated before man harnesses wind or water, and water and 
wind are employed before there is any thought of vapour or electricity. 
The same is true of land. Fertile land in its natural xtate is either 

1 Bastiat does not seem to have studied rent. The chapter of the Ear- 
mmies on this subject was never completed- Fontenay, one of his disciples, 
wrote a brilliant book called Zhi Bcvenn former (1854), which is almost formtten 
to-dsT. He attempted to show ; 

(1) That Ricardian or differential rent would not esist were bH the land 
equally fertile and suitably cultivated. 

(2) That it is incorrect to speak of the rent of natural fertility, as Adam Smith 
and the Phvsiocrats did, if all utility (and not merely value) is the product of 
human labour. A fish, a grape, a grain of wheat, a fat ox, aU of them have 
been created by human industry. Xature is for ever incapable of doing this. 
This is Guite true if we say nature aloue, but it is equally true of labour taken 
by itself.* 



The La-W of Free Utility and Rent 389 

ovcmin -sritb vegetation, which must be grubbed up, or is covered 
with water, which roust be drained off. " Rich land is the terror ot 
Uic emigrant.” ‘ Its virgin forests must be felled, its wild animals 
destroyed, its marshes drained, and its pestilential miasmas rendered 
innocuous if it is not to become a mere grave^rd. And not until 
several generations have given of their toil will it be of much use. 
Rather than undertake the task the earliest emigrant seeks the hghter 
roils of the hill-side, which are better adapted to his feeble means, as 
well as safer and more easily defended. 

Tliat this theory is well founded may be veij dearly seen if we 
watch the progress of cultivation or the colonisation of new lands, 
or glance at the general history of cidlisalion. Men group them- 
seh'cs in Alleges on the higher levels or build their castles on the 
slopes of the hills, and only descend slowly and carefully into the 
lower plains. How many arc the localities in France where the new 
town may be seen overspreading the plain close to the old city 
which still crests the hill I The various national gods — ^Hercules, 
for example, who stifled the hydra of Lerna in liis arms and shot the 
birds of Stymphalus's pool with lus arrows — are in all probability 
just the men who first dared break up the alluvial soils. 

Tliis thcor}', again, is open to the same objection as Ricardo’s. 
It applies to some cases only, and under certain conditions. Ricardo’s 
theory explained the facts relative to England, where population 
presses heavily upon the limited area of a small island already 
well occupied. Carey’s theory is equallj' well adapted to an 
immense continent, with a thinly scattered population, occupying 
only a few cultivated islets amid the vast ocean of virgin forest 
and prairie. Tlic two theories arc not contradictory. They apply 
to two different sets of conditions, or to successive phases of economic 
evolution. And seeing that Ricardo’s applies to the more advanced 
stage of civilisation, it certainly ought to- have the last word. If 
Carey were rrriling now he would probably express himself somewhat 
differently, for it is no longer true even of the United States that 
the more fertile lands arc still awaiting cultivation. Only the poorer 
and tiro more arid plains remain uncultivated, and here dr)’ farming 
has to be resorted to. So that even in the ’* Far IVest” Ricardo’s theory 
is closer to the facts than Carey’s. Rents are rising cvciywvhere, 
and not a few American millionaires owe their fortunes to this fact.* 

> Circy, Prir.({f.u of Social Science. 

ix. ! for ejamplc, where Corey’s theory was at first troe, now 

that the ferUlo plain of the Jlitidja has been cultivated by two gencraU’otw of 
coionirts It 18 certain that there is only secondrolr-'o land av.silaWe, 
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It is just possible that Bastiat had some knowledge of Carey’s 
theory, for the theory is outlined in Pasi, ihe Present, and the 
Future, published by Carey a little before Bastiat’s death, as well as 
in his Social Science, which appeared ten years later. At any rate, 
let us render thanks to both of them for the suggestive thought that 
as human power over nature increases, effort, difficulty, and value, 
which is the outcome of difficulty, will disappear, and that, conse- 
quently, the sum total of real wealth at the disposal of everyone will 
increase, but that the poor-will be those who will benefit most.^ 


m : THE RELATION OF PROFITS TO WAGES 
The law of rent was not the only discordant note. That other law 
which stated that profits vary inversely with wages was also 
dissonanh and needed refuting. Bastiat emphasises the contrast 
between it and his new law of harmony, according to which the 
interests of capital and labour are one, their respective shares 
increese together, and the proportion given to labour grows more 
rapidly even than capital’s.® 

That is the conclusion which Bastiat wishes to illustrate by 
means of the following table : 


First period 
Second period . 
Third period . 
Fourth period . 


Total Product Capital’s Share Labour’s Share 
. 1000 500 {50 per cent.) 500 (50 per cent.) 

2000 800 (40 „ ) 1200 (60 „ ) 

3000 1050 (35 „ ) 1950 (65 „ ) 

4000 1200 (30 „ ) 2800 (70 „ ) 


This law he speaks of as “the great, admirable, comforting, 
necessary, and inflexible law of capital,” 

The proof is very simple — ^too simple, perhaps. It rests entirely 
upon the law concerning the lowering of the rate of interest, noted 
by Turgot and other economists long before Bastiat’s time. If 
capital, instead of asking 5 per cent., only demands 3 per cent., then 
its share is diminished, and any further diminution of its share 
must mean an increase of the proportion available for labour. 

1 “Wealth consists of the right to command the serrices of nature, which are 
always free.” (Carey, Principles oj Social Science, voL i, chap. 13.) 

“As man’s power over nature grows, his power over his fellow-men seems to 
dwindle and equality becomes possible.” {Ibid., vol. iii, p. 122.) 

Compare, for example, the relative equality of comfort enjoyed by those 
who travel by rail irrespective of class distinctions (which are only to be found 
in some countries) with the former method of travelling by post-chaise. 

» “ Capitalists and workers, don’t look at one another with an air of defiance 
and vengeance.” (Harmonies, p. 262.) 
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But n relaiive diminution of this kind will not prevent capital 
drawing an ahaolutdy greater share, provided the total produce goes 
on increasing, os is the case in every progressive community. Its 
total share, though on the increase, may be decreasing relatively to 
the share wliich goes to labour. For example, the total product 
may be tripled, capital’s share having doubled in the meantime, 
while labour’s portion is quadrupled. Unfortunately this is a 
purely sopliistical argument. The figures given in the table are 
simply invented to meet the needs of the case. Even the universality 
of the law concerning the lowering of the rate of interest is open to 
dispute. Economic history seems to point to a series of periodic 
oscillations of the rate, and quite recently it has risen very con- 
siderably. 

The so-called “ law ” becomes more than doubtful if, following 
Bastiat, we include under the term interest, not merely net interest, 
but also profits and dividends and all kinds of returns from capital. 

But, even admitting tliat such a law is thorougldy established, 
docs tliat prove that capital's share is decreasing ? A lowering of 
the rate of interest cannot affect the capita! already invested in 
factories, mines, railw.ij's, State fund.s, etc. The latter will not draw 
a penny less, and a fall in the rate of interest will increase the value 
of all old capital. Every capitalist kno'ws tliis and speculates on 
the chance of its happening,^ 

Only in the cose of new capital, then, will a lower rate of interest 
reduce the capitalist’s share. If by any chance this new capital 
sliould prove less productive than the old it may then happen that 
the reduced rate of interest will mean an equal or even a greater 
rise in the remuneration of labour. This is quite a probable 
contingency, and the proof advanced by economists who believe in, 
a gradual lowering of the rate of interest is just this very fact that 
new capital is generally Ic.ss productive than old. 

In short, the problem presented by the rate of interest, implying 
as it docs a certain connection between the value of the capital and 
the value of the revenue, is entirely different from the question as to 
what share of the produce will eventually fall to the lot of the 
capitalist and what to the workers.* 

• A lowering of tbo rate of iaterc.H from 5 to 3 per cent, means that wbal 
tormerly cost £00 and yielded 3 per cent, will now cost £100. Tlierc is ho 
decre.aso of tljo revenue and tbero is an incrc-ve in the capit.al. It is quite 
a good b.trgain. A lowcriiig of the rate of interest will riniply reduce the 
amount of capital in those instanees where the borrower can cficct a conversion 
to in> own ndvnnlago. 

• This tnui. is BO obvious thaf Rodbertu-, as wo abah see by .and by, took 



The Optimists 

^ - Not only is the demonstration which Bastiat thought he had 
given false, but the thesis itself is very doubtful when tested bv the 
facts. Statistics seem to show quite clearly — ^Bastiat’s Jaw notwith- 
standing, and not depreciating the influence of other powerful 
factors, such as trade unions, strikes, and State intervention — that 
during the course of the nineteenth century the share of the social 
revenue which falls to the lot of capital has increased more rapidly 
than labour’s.^ 


IV ; THE SUBORDINATION OF PRODUCER 
TO CONSUMER 

Bastiat laid considerable stress upon this principle, but it is not 
easy to realise its harmonic significance. 

The subordination of producer to consumer is nothing less than 
the subordination of private to general interest. Producers always 
consult their own interests, and are continually in search of profits. 
Still, everything invented with a view to increasing profits results in 
lowering prices, so that the consumer is the person who finally 
benefits by it,® And so economic laws, the law of competition and 
of value, constrain the producer who really wishes to be selfish to 
be altruistic, even despite himself. The laws outTOt him, but his 
undoing benefits everyone else. VTiile working for a maximum 
profit he is really toiling to satisfy the needs of others in the most 
economical fashion, and therein lies the harmony. 

In all difficult economic problems the criterion should be this : 
VTiat solution will prove most advantageous to consumers ? Never 
ought we ask what will be most profitable for producers, although, 

the opposite point of view and attempted to argue on the strength of the “ iron 
law” that capital’s share is always increasing, while labour’s is decreasing. 
This thesis seeins to have no better foundation than the other. See an article 
bv Eist entitled Drjx ScrpJiisma tconomiqms, in the Revue d' Bconcmie 'polUiqvi 
for March 1905. 

Bastiat's thesis may also be seen in Carey. The Liberal school has clearly 
adopted it. See Paul Leroy-Beaulien’s Repartition der Richessts. 

1 See Gide’s Political Economy, p. 599 (English translation), and Coison's 
Political Economy, vol. iii, p. 366. According to Colson, capital’s share has 
guadrapled since 1820, while labour’s has only increased in the proportion of 
^: 3 |. • 

■ * “ Just as the earth is the great reservoir of electricity, so the public or the 
consumer is the one source of any gain or loss which the producer makes or 
suffers. Everything comes back to the consumer. Consequently every im- 
portant question mast be studied from the consumer’s point of view if we 
want to get hold of its general and permanent results.” [Earmonies, chap. 11, 
p. 414.) ' ■ 



The Subobdination of Pboducee to CoNsuiCEK 848 

iinlorlunatdy, this is the more usual question. In matters of 
international trade, when the interest of the producer is uppermost. 
Protection is established- If we only consulted the intpest ol 
consumers, Free Trade would become an immediate necessity. Or 
take the case of public or private expenditure. The producer can 
bring himself to excuse or even to approve of breaking windows or 
wasting poivder,^ but the consumer unceremoniously condemns all 
such destruction of wealth as useless consumption. 

But Bastiat is not content with giving the consumer mere 
economic pre-eminence. lie is equally anxious to demonstrate his 
moral superiority. “ If humanity is to be perfected, it must be by 
the conversion of consumers, and not by the moralising of pro- 
ducers,” * and so, he holds consumers responrible for tlie production 
of unnecessary or worthless commodities, such as alcohol.® Bastiat’s 
contribution to this subject is quite first-class, and may possibly be 
his best claim to a place among the great economists. He was not 
far uTong when on his deathbed he delivered to his disciples as his 
Inst instnictions — his navissima verba, “ Political economy should 
be studied from the consumer's standpoint.”' This distinguishes 
him from his famous antagonist, Proudhon, who always had the 
producer's interest at heart. 

The only things with which wc can reproach Bastiat arc a too 
persistent faith in natural hannonics and a belief in the elTicacy of 
ordinary economic laws to bring about the supremacy of the con- 
sumer, In fact, the consumer’s reign has not yet come, and tlie 
economic mechanism is becoming more and more the tool of the 
profit-maker. The consumer has had to seek in organisation a 
method of defending his own interests and those of the public, with 
whose interests his own are often confused. This is why we have 
inslilufions like the co-operalivc society and the consumers' league, 
Ilis moralisalion, moreover, is not entirely his own affair. Before 
the consumer realises the full measure of his responsibility and the 
extent of his duties a great deal of work will be necessary on the 
part of buyers' social leagues, temperance leagues, etc. 

Strangely enough, economists of the Liberal Individualist school 
view .such institutions with a somewhat critical eye,* 

* Sco one of Bastiat's best known paropblcfs. La Vitre catsle. 

> //nnjwm'M, cimp. C, p. .IIO. 

» by bia friend P.afllo'.lct in his preface to the (Eavres compWa. 

p 32G ^ ^ Economitia for 1904 rl passim^ Set 
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V : THE LAW OF SOLIDARITY 

We must not forget, as most writers on the subject seem to hart 
done, that Bastiat was the first to ^ve the law of soh'darity— so 
popular in the economics of to-day— a position of honour within the 
science of political economy^ One of the unfinished chapters of 
the Harmonies, entitled “ Solidarity,” was meant to expound the 
thesis that society is just a collection of solidarities woven 
together.” * 

The name is deceptive, however, and his conception of solidarity 
is quite different from the one current to-day, while the conclusions 
drawn are by no means similar. 

The fundamental doctrine upon which the Solidarists of to-day 
would base a new morality is briefly this : Every individual owes all 
the good with which he is endowed, and aU the evil with which he 
is encumbered, to others. So whether he is wealthy or poor, virtuous 
or vicious, it is his duty to share with those who are worse off, and he 
has a right to demand a share from those who are better off. Only 
in this way can we justify legal assistance, insurance. Factory Acts, 
education, and tajcation. The doctrine is a negation, or at the very 
least a modification, of the strict principle of individual responsibility. 

But Bastiat views it differently. He has no desire to weaken 
individual responsibility, for responsibility must be the indispensable 
corrective of liberty. And solidarity, because of the feeling of 
interdependence to which it gives rise, is so bewildering that Bastiat 
anxiously asks whether solidarity is actually necessary “ in order to 
hasten or to secure the just retribution of deeds done,” A closer 
survey reconciles him' to the prospect, for he sees in it ai means of 
extending and deepening individual responribility. Seeing that the 
results of good and bad deeds react upon everyone, everybody must 
be interested in furthering every good deed and in repressing the bad, 
especially since every deed reacts upon its author with its original 
force multiplied a thorisand, and perhaps a million times.® The 

1 The word is not his invention. That honour is claimed by Pierre Leronx. 
See p. 235. 

* Bartnanits, chap. 21, p, 624, 

“There is not a man living whose character has not been determined by 
a thousand factors entirely beyond his control.” {Ibid., p. 623.) 

“ All proBt by the progress of the one, and the one by the progress of tbs 
many.” {Ibid., chap. 11, p. 411.) 

* “ Solidarity implies a Mnd of collective responsibmty. And eo soiioani-y 
as well as* responsibility is a force that mak^ for progress. It is a system that 
is admiiably calculated to check evil and to advance the good.” {Ibid., 
etap. 21, pp. 622-626.) 


BaSTIAT and toe La-^V of SoLlDAniTY Sift 
harmony just consists in that. BasHal’s .solidarity aims, not at Ihr 
development of fraternity, but at the strcnfrthcniiiR of justice. It 
docs not urge upon society the duty of penuitting no differences 
among its members, but it does emphasise the importance of li.andling 
the scovtrge or bestowing the palm vnth greater impartiality. And 
Bastiat, despite lus law of solidarity — nay, possibly because of that 
very law — definitely rejects all legal assistance, even in the c-ase of 
deserted children 1 National insurance, old age pensions, profit- 
sharing, free education, everything that is comprised under tljc tenn 
“ social solidarity ” is cast aside.’ 

It is a terribly individualistic conception of solidarity. Com- 
parison with Carey’s ideas is again interesting. Carey may seem to 
ignore it altogether, inasTnuch as he never mentions the name. But 
if the name was unknowm to him he gave a good description of the 
principle itself when he referred to it as “ the power of asioci.ntion.” 
And he was also probably the first to put the double character of 
solidarity, as wc know it to-day, in a clear light : 

(1) As the differences among mankind increase in number and 
intensity the more perfect will solidarity bccom.-. 

(2) Individuality, instead of being weakened by it, is strengthened 
and intensifierl.* 

Someone may perhaps point out that in our treatment of the 
Optimists' attack upon the great Qossical laws no mcntio!\ has been 
made of that terribly discordant theme, Mallbus’s law of popul.ation, 
which ascribes all vice and misery to the operation of a natural 
instinct. On this particular point Bn.stiat’s treatjnent is lacking in 
both sdgour and originality. His reply merely amounts to showing 

’ “ Worker* ninst uadenUand that the-'e codectivc fund* fpen-ior. feeds] 
mnst Iw voluntarily eontribulcd by lho"-o who arc to have a share in Jh-nj. 
It would bo quite nnin.it,as well m nnti-roci.i1.to then) by Eaev.i-> of sax-a- 
tion — that ia, by force — from tho clar.^cs who tmve no share in t!io Iw-nc-fite,'' 
{narjnoniu, chap. 14, p. 471.) 

*' A peasant marries late in the hope of having r. smsll farafly, and wc f'-rrr 
him to rear other pcoplo’n children, lie hrj> to contribute towards the rc-.rinj; cf 
bastards.” {Ibid., chap. 20, pp. Cl 7, C18.) 

Speaking of sharing in the brncfitc, he remarks: “That is rr-dly not wertb 
talking about.” {Ibid., ebap. 14, p. 4J>7.) 

* ” Organisms in nature have their rank and decree of perfection deterffiin-'d 
by the number of organs which they ponces and the Eir.nunt of difT'-renr" vhieh 
exists between each of them.” {Social Sri'-r.rf, vo!. iii. p 4C>1.) 

"Life has been diTined ns nn exchange of mntuai oMigaticri?, fccl if 
were no difTcronco Ih;;wi cn the various objects !iow could th'' eirhorre tak'- 
plaee T ” {Ibid., voL i, pp. C-S-55.) 

‘‘The more pc.-fectly co-ordinated the who!# is, the better dere'cp-'.i w;!: U 
each of its paria." {Ibid., vol. iii, p. 4C2.) 
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that the preventive obstacles, such as shame and continence, religious 
feeling and the desire for equality, all of vrhich limit the number 
children, are equally natural, so that nature has placed a remedy 
alongside of the eviL 

A more solid argument, borrowed from Carey, attempts to sho-tr 
hoTT a grooving density of population aUosvs of a growth of production, 
so that the production of commodities may develop pari passu with 
the growth of population, or may even exceed it. Carey relied 
upon his own observations. All over the vast American continent, 
especially on the immense plains of the SEssissippi, he noticed that 
the few encampments of the poor tribes that dwelt there were being 
rapidly replaced by large industrial centres. Such an increase of 
population in immediate contiguity naturally resulted in a great 
amassing of wealth. 

We have already noted the fact that the growth of wealth in the 
United States has outstripped the increase in its population. The 
simultaneous development of Germany, both in numbers and wealth, 
is still more striking. 

But Carey’s popidation theory is open to the same criticism as 
was urged agmnst his theory of rent. Up to a certain degree of 
density it is xmdoubtedly true, but there is no ground for beh’eving 
that it holds good beyond this. 

Bastiat’s name is frequently linked with Dunoyer’s, to whom wc 
have already had occasion to refer.' Dimoyer was one of the most 
militant of the politico-economic Liberals, and fully shared their 
belief that'free competition was a sufficient solution for every social 
problem.' The ob^dous drawbacks of free competitiom he thought, 
were dire to its imperfect character. No one was more opposed to 
State Socialism and to intervention of eveiykind. He was opposed 
to labour legislation, to Protection, to the regulation of tlie rights 
of property, and even to the State management of forests. As we 
have already remarked, he was against every kind of combination, 
because it stood as an obstacle in the path of free competitiom 

Logically enough he was in favour of the free disposal of land, 
and would not even make any reservations in favour of heirs. He 
refuses to recognise the right of entail because the exercise of the 

1 Charles Hnnoyer Tras Bastiat s senior. The first edition of De la Liberii 
dv Travail, to which we have' already referred, dates from 182 5, and the last editioa 
from 1^5. He took an active part in opposing the Eestoration Government, 
bnt he became prefect and subsequently Conseiller d’Etat under Louis Philippe. 

s Molinari, a modem French economist, holds similar Wews. 
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tcsUitor’i liberty ncccssnrily involves the curtoihncnl ol the hlw-rty 
of his snccessors.’ 

Some of the arguments which be employs in supfxjrt of fret 
exchange are quite novel. The following is onc.of the most interest- 
ing. Admitting that it is not to the advantage of a poor country 
to trade with another which is wealthier or industrially .superior, the 
same thing must apply to the poorer districts of a country in their 
dealings with other provinces that have suddenly become rich, or 
with rich provinces recently acquired by conquest But “ as soon 
as they are annexed their .superiority presumably disappears." The 
argument is amusing, but not very solid. It is not impossible that 
free exchange, even within the bounds of the same country, may have 
the effect of drawing capital and labour from the poorer districts 
towards the riclicr, from Crcusc or Corsica to Paris. This is just 
what docs happen. It is not, perhaps, a very serious evil, because 
what France loses on the one hand she gains on the other ; but if 
Crcusc or Corsica were independent states, anxious to preserve their 
individualitj', we could understand their taking mcasurc-s to prevent 
this drainage. It is true that it is not easy to see how protective 
rights could accomplish this — a point which Dunoycr might well have 
emphasised. 

We cannot speak of Dunoycr without snjnng a word alnnil hh 
theory of production. Lalwur with him is cvciyihing. Nature and 
raw rnnlcrinl arc nothing. He stands at the opposite pole to the 
Physiocrats,* and supplied a handle to those socialists who before 
Marx’s day had thought that labour was the only source of wealth, 
and that consequently all wealth should belong to the worker. But 
he pays no very great attention to this idea. His eljicf concern is 
with production, and not with distribution. 

From this view of production he draws several interesting 
conclusions. 

In the first place, it matters little to him whether lalxiur is applied 
to material objects or not. Th.nt makes no difference, so far as its 

’ If ft person died intertate be we* it\ fevonr of etju.\t dirtno-n a! wrellh. 
The argument.^ which he employed are very interrstiiur, cr.p-visUy ih.ive riiircJe-i 
ftgftiast the upholders of priiaopcnilnre. They thought ihst by depflting 'he 
younger fioas of their inhcrilanoe they bcMine rrsorr indu»?rioa-! nnd ttoephUttI, 
Dunoyer rcpllc* by asking whether it wocld not he art r.drr.ntnr-' to deny tt- 
right of snrccssion to the eldest ron as well, “for it is obrioasly enfrirthst he 
fhonld bo deprived of that kind of training which i* so profitible to id' yonogi-r 
hrothcro." Dnnoycr forgot that it wtiald have gone il! with hi* firgument' if the 
ftociftli.'tft had taken him nt his word. 

* “lAbonr in the only source of producti'n' power. Cfipitsd i» a h.J)r!„-!r. 
creation, and Iliad is simply ft form of capital-" (DrU T.{f-r<f dvi 7ra;»7i7, 1'ooi VI.) 
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character or productivity 'is concerned, for in both cases vhat is 
produced is an immaterial thing called utiUty. What the halcet 
- produces is hot bread, but the wherevrithal to satisfy a certain 
desire. This is exactly what the prima donna produces. The so- 
called liberal professions are placed in the same category as manuai 
work, and in this respect again Dunoyer takes up a position opposed 
to that of the Physiocrats.^ 

Contrary to what might have been expected, this large extension 
of the concept production fails to include commerce. Dunoyer 
apph'es the title productive to the singer, but refuses it to the 
merchant, and by this strange reversal he arrives once again at the 
Physiocratic position. Exchange is not productive ® because buring 
and selling does not involve any work, and where there is no work 
there is no production. Exchange creates utilities, and it is not 
easy, to understand what more Dunoyer expects from it, seeing he 
admits that labour can do nothing more. Exchange, he thought, 
was a purely legal transaction, and he was loath to admit that any 
act of a “ corporate wiU ” without labour or physical effort could 
create wealth, just as the Physiocmts found it impossible to think of 
wealth other than as a product of the soil 


^^^mAPTER n : THE APOGEE AATD DECLINE OF 
THE CLASSICAL SCHOOL. JOHN STUART IVHLL 


Whue the French economists, alarmed at the consequences 
involved in the theories of Malthus and Ricardo, strove to transmute 
the Brazen laws into Golden ones,- the English economists pursued 
their wonted tasks, never once troubled by the thought that they 

* Say had already recogiUEed the claims of immaterial wealth alongside of 
ttirWrI, and he had employed the term “ services ” in describing them. In 
this way he considered that the professor, the doctor and the actor had claims to 
bo regarded as producers- Dunoyer, vrliile accepting his conclusion, criticises 
his way of putting it. He recognises no distinction between material and 
immaterial wealth. There is nothing but utility. “It is true that taste, educa- 
tion, etc., are immaterial, but so is everything that man produces.” But he is 
entirely wrong when he says that a good teacher is a producer of enlightened 
men and a doctor a producer of healthy persons. We are at a loss to explain 
why at one moment he refuses to recognise the materiel element in production, 
while at another he grossly exaggerates the rnaterial results of purely intellectual 
labour. 

> “Labour and exchange belong to two categories of facts which are &wo 
lately distinct in their nature. Labour implies production- Commerce and 
exchange imply nothing of the hind.” (De lo Jiibtrit dv TrawiL, p. f>99.) 
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vrcrc possibly forging a rrcapoa for their destruction at the 
hands of socialists. ■ 

The tljirty years which separate the publication of Rie.arclo’s 
Principles of Political Economy (1817) from Mill's book liearing the 
same title arc occupied by economists of the second rank, who 
apply themselves, not to the discovery of new ])rincip!es, but to the 
development and co-ordination of those already formulated. Of 
course we must not lose sight of the mass of critical work bearing 
upon certain aspects of current doctrines, which was produced by 
English economists just about this time. lJut their ideas attracted 
as little attention as did Cournot’s in France or Gossen’s in 
Germany.* 

Those were the days when Miss Martincau and Mrs. Marcct gave 
expositions of political economy in the form of tales, or conversa- 
tions with “young Caroline,’’* when MncWickar, svriling his First 
I^essons in Political Economy for the nse of Elementary Schoolt, 
expressed the bedief that tlic science was .already cfjmplctc. “Tlic 
first principles of political economy,’’ he WTote, " arc mere truism'- 
which children might well understand, and which they ought to be 
taught. A hundred years ago only savants could (ulhorn them. 
To-day they arc the commonplaces of the nurserj-, and the only real 
diHiculty is their too_^ great simplicity.” * 

We cannot attempt the individual study of all the economists of 
this period.* However, one of them, Nassau Soninr,* certainly 
deserves more space than we can give him in this historj', and is 

• ScVigmon in the Kwr.omit Joiimnl tor pp. Stl.S-MJ, dsTOte*) Ixto 

very inlcrtwting articles to such writers under the title of Sr, nr Kfyltrifd 
British Kconomisir, One in astoninhod to find bow many tbere are and tbe 
origiaslily which they r bow, and to learn that rert'ral of tlie more tmpcjrtar.; 
modern theories are simply fcdircoToriop. 

• Mrs, Marcet's Corv'Tfa'inn.' h'-long to 1817, .^!arlin^nn‘« JlSuBrsliyrj 
to 1832. The latter had a wonderful vogue. 

• Quoted by Sesger in a lecture on economics at Coinrabia Univerrily in Ift -S. 

‘ We hare already referred to McCulloch and .laroe-' i!i!!. two of Rirar.do’ft 

immediate disciplca. Wo must jnst add the namra of Tcrrer.< rmd nihtion 
Wakefield. Wakefield was the author of a hook which had a preat repnt.sticn 
at ono time, but which was aimply an attempt to apply the Riccrdir.n prir.cipl'-i' 
to the practice of colonkation. 

‘ KaK.su Senior during n pert of kk life wa-s Pmfe'',-or of Political KwnomT 
fit Oxford. The Oxford chair, created in IS2;7, was tlie firft chair of cc-osomicr , 
to be estfihlishrd in England. Hi' fiTiting', which treat of various rubjectr, 
belong to the period 1827-62. The bulk of W? drx-trir," b cc.r-tairicd in hii 
BcliHral Brnnony, eontribnted to the Kr'yrUp'rdvs Bn'.fsr.r.ira in 5 830 and after- 
wards publi'hed feparateJy, This emcll volume may be regard'd as the fisrii'-r 
mamifil of political economy. 
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the Qassical school, showing its 
and bad gomts better .than' any othCT writer. He removed 
from politic^ ec6nomy”ey^;trace„pf„^^ sugg^ion pi 

sodal 'irefp^ every connection with a moral or conscious order, 
reducing it Eb a small number of essential, unchangeable prm- 
a’pl^- '^’ohr proportions seemed sufficient for tWs new Euclid.’ 
all nec^sary corollaries being easily deducible from one or other of 
these. Senior’s ambition w^ to^. make an exact science of it, 
and he deserves fo be remembered as one of the founders of pure 
economics. 

He is responsible for the introduction into political economy of 
a new and hitherto neglected element, namely, an analysis , of 
abstinent or saving. (The former word, which1[s~SemoT’s ^oice, 
is the niore'itnking and precise term.) It is true enough, as 
Senior remarks, th at abstinence d o es not , create, wealth, but it 
constitute s a tit le to wealth, because it i nvolves sacrifice and__pain 
j ust as lab our does. Hitherto the income of capital had been the 
least defensible of all revenues, for Ricardo had only discussed it 
incidentally, and had represented it as a surplus left over after 
paying wages. The claim of capital was believed to be as evident 
as that of land or labour, and there was no need for any further 
mquiI 3 ^ But has it any real right to separate remimerationi seeing 
that, unlike the other two agents, it is itself a product of those two 
and not an original factor of production ? Here at last is its title, 
not in labour, but in abstinence. 

But if on the one hand Senior succeeds in establishing the claim 
kV*" of interest, he invalidates the daim of most other capital revenues 
Jylon the other. Let us follow his argument. Cost of production is 
made up of two elements, l abour a nd abstinence, and who ever free 
V, competition obtains, the vaiue~of~?he"produ^ is reduce3~to~tius 
<2" , Tm>~imnm. Where competition is imperfect, where there is a greater 
'^or less degree of monopoly, then between cost of production and 
^ value li^ a margiri whi ch cons titiites extra income for those who 
profit by it. This revenue by definition of labour andT abstinence is 
independent of every sacrifice or personal effort. TMs revenue 
Senior calls rent, and his theory is thus a mere e^rtension of the 
Ricardian. Rent is not the_ jesult of appropriating the b etter 
^situ ated or the more fertile l ands o nly. It may be due to the appro- 
priation of somhhLatiiral agent or to the poss^sion_of ^ome^personal 

1 "Jiie four principles were ; (i) the Hedonistic Principle ; (ii) tte Principl* 
of Popniation ; (iii) the Law of Increasing Betums in Industry ; (it) the Lav 
of Pimimshing 1^1311113 in Agriculture. 
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quali^sjicli-as-lhe artiste’s voice or the surgeon’s skill,* or it may 
simply ^ (lie result of social causes or fortuitous circumstances. 
Senior show.s lliaTrentn^r'from 

is really quite normal. This kind of revenue wlucb is wanting in 
titlc^iS^, not earned — is extremely important, and absorbs 
a great share of the total wealth. Indeed, Senior goes much further, 
and states that whenever, as in the case of death, capital passes from 
the hands of those who have earned it into the possession of others, 
it immediately beco mes r ent. The inheritor cannot plead abstinence 
-- the virtuc^is not transmissible, and he lias no title to his fortune 
except just good luck.* 

No revolutionarj' socialist could ever have invented a belter 
argument for the alxtlition of the existing order. And how different 
from the “natural order’’ I But Senior is quite unmoved, and the 
superb indifference with which economists of the Riciirdian school 
afilrm their belief in their doctrines without taking any account of 
the consequences which might uphold or might destroy those very 
beliefs has a peculiar scientific fascination for us. 

Also, it was Senior who laid stress upon scarcity ns the basis of 
cconomic_ynluc. But a thing to j>ossc-ss vAluc must be not. merely 
rafe.'lt must. also satisfy. some want. It mu st be a rare utilit y*. It 
is the same term, " scarcity,” that was employed by Walras, 

The Clns.sica! doctrines were taught during the first half of the 

* ** But a con.‘<idcnible part of the produce of every counury is tlic rccotajiCBff 
of no eocrificc whatever ; is received by lliose wlio neither labour nor put by, 
but merely hold out tlicir bands to accept the offerings of the rest of the com- 
munity.” (PoMica! Poonomy, p- f>9.) He takes the income of s Buccersful 
doctor ns an illustration, and di videg it up as follow* (i&i'd., pu 1 Sti) : 

Wages or psyrnent for laliour . , , £10 

Profit or payment for abstinence , , . £9&? 

Bent £3C'O0 

See Staior't Theory of Monopoly, by P.ichard Ely (American Economic 
Aasociallon. 1899). 

* This confw-ion between rent and tbo income of inherited wcaltb does little 
honour to Senior, for tbo two facts belong to entirely difnrent c.strgririM, P.ent 
is a purely economic phenomenon, rcsnlUng from the cettr-'ary csmdiiioas of 
richangc. It owes nothing to social organisation, col even Jo the imtitution 
of private property. Inheritance, on the other hand, is n purely jeridieal phe- 
naiDcaon, the product of civil law. Even if inherit.ince were nljoli.shrd it would 
make no dilTcrence to the cxisicncc and growth of Trn!, wh!:!h''r obtained from 
the foil or from some other rourec ; wheretts onder the hypithctic.al r/yiVic c! 
pc.riecUy free competition, although trot would no longer 1«' knosTt, inheriJan-p, 
together with all its privileges, might atill continue to eiisL Senior evidently 
nnderptamls by the term “ rent ’’ any kind of ineome that is not obtained bj 
pereontl eCort But this is clearly .a perreryion of the origirt*) meaning. 
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nineteenth century, not in England alone, but in every country of 
the TT orld. In Germany they vere expounded by von Thuneh, of 
whom we have already spoken, and by his contemporary Eau.^ In 
France, despite the growing influence of the optimistic politico* 
liberal creed considered in our last chapter, English Classical 
economics was still taught by a large number of economists, among 
whom Rossi deserves special mention. His Cours d‘]SconomU 
politique, published in 1840, enjoyed a fair success, due, not to any 
originality in the contribution itself, but to the somewhat oratories 
style of the work.* 

But to proceed to the central figure of this chapter — John Stuart 
With him Classical economics may be said in som e way 
to have attained its perfection, and with him b egin s its de cay.^ The 
middle of the nineteenth century mSks tD^cresTW'^e wave. 
What makes his personality so attractive is his almost dramatic 
appearance, and the consciousness that he was placed between two 
schools, even between two worlds. To the one tie was hnkeir*by 
the paternal ties wiuen Dound him to the Utilitarian school, wnereih 
he was nurtured ; the other beckonea turn towaras tne new horiaons 
t hat w;ere ^eady outlined by aaint-au noii "aiid Auguste Comte. 
During the first half of his life he was a stem mdividual ist ; bat the 

^ Ban’s treatise on political economy belongs to the years 1826-37, and Ton 
Thunen’s Der Isolirii Staal appeared in 1826. 

* Pellegrino Bosd, who became a naturalised Frenchman in 1833, -sras an 
Italian by birth. He succeeded Say as professor at the College de France. He 
afterwards became Lecturer on Constitutional Law, and his name is commemo- 
rated in one of the annual prizes. He eventually entered the diplomatic Eorvice, 
and was attached to the Papal See dniing the pontificate'of Pins IX. He waa 
assassinated at Borne in 1848. 

* John Stuart Infill, bom in 1806, was the son of James Hill the economist of 
whom we have already spoken. The system of education which his father planned 
for >iim can only be described as eitraordinaiy. Practised on anyone else it would 
have been fatal At the age of ten he was alr^dy well versed in uniTersal history 
and in the literatures of Greece and Borne. At thirteen he had a fair grasp of 
science and philosophy, and had written a history of Borne.. By the time he waa 
fourteen he knew all the political economy that there was to know then. In 
IS29, then a young man of twenty-three, he pablisbed his first, essays on political 
economy. In 1 843 appeared his weU-known Syslcm of Logic, which immediately 
established his fame. In 1848 he issued the admirable Principles of PoliiicaJ 
Economy. JGU was in the service -of the East India Company up to the time 
when it lost its charter in 1853. From 1865 to 1S6S he was a member of the 
House of Commons. After the death of bis wife, who collaborated with him 
in the production of several of his works, especially Liberty (1853), being un- 
willing to quit the spot where she lay buried, he spent the last years of his life, 
except those taken up by his Parliamentary work, at Avignon. His auto- 
biography contains a precious account of his life and of his gradual con-ereion 
to socudistic views. 
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second found him inclined to socialism, tl)oug)) he still retained Ins 
faith in liberty. His ^’,Titing3 arc fnlH^contradictions ; of sudden, 
complete changes, such as llic svcH-lmosni volU-face on the vrages 
question. Miir.s book exhibits the Classical doctrines in thelr ^firal 
ciystallinc form, but already the y were shom'ng~sign^of dissolnn g 
Th tlic new current. 

~~t^kciytticr {Ticorists of llie “ Pure ” school, he declared timt there 
rrns no room in political economy for the comparative judgment of 
the moralist, but it was he also who UTotc : “ If, therefore, the 
ciioicc were to be made between communism with nil its chances 
and the present state of society with all its sufferings and injustices ; 
if the institution of private property necessarily carried vrith it ns 
a consequence that the produce of labour should he apportioned ns 
we now see it, almost in an inverse ratio to the latjour — tlic l.argcst 
portions to those who have never svorked at all, the ncxtfnrgcsl to 
those svhosc work is almost nominal, and so in a descending scale, the 
remuneration dsrindling ns the work prows harder and more dis- 
agrcc.ahlc, until the most fatiguing and exhausting bodily labour 
cannot count with certainty on being able to cam even the necessaries 
of life ; if this or communism were the nltcrnnlive, all the difncultics, 
great or small, of commiinism, would be hut as dust in the hnlancc.” ' 
It was Mill the ulilitari.nn philosopher who declared that a 
person of strong conviction “ is a social power equal to ninely-ninf 
who have only interests." It was he also who wrote that *' com- 
petition may not be the best conceivable stimulus, but it is at present 
a necessary one, and no one can foresee the time when it will not be 
indispensable to progress." But he also admits that "co-operation is 
the noblest ideal,” and that it " transforms hum.an life from a con- 
flict of classes struggling for opposite interests to a friendly rivalry 
in the pursuit of a good common to nil." * 

Mill, it has been said, rras simply a gifted popular sTritcr. Btit 
this is to under-estimate his ability. It is true that, unlike Bicartlo, 
Maltluis, or Say, his name is not nysoci.atcd with any economic law, 
hut he opened up a wider pro-pect for the science which will 
secure him a reputation long after the demise of these so-r.a1kd laws. 
His fame is doubly assured, for in no other work on pnlitira! 
economy, not excepting even the ffVedift o/ jVaf/eas, arc there so 
many pages of fine writing, so many unforgctt.ablc formulR: which 
will alw.ays be repented by everyone who has to tench tlic seienre. 
It is not for nought that the PrinclpJrj kns served as a text-lsook for 
half a century in most of the Engiish universities. 

• rnVi>?'/, Boob n, chnp 1, ! 3. * Xly.\ TV. ctsp. 5 g. 
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B^orc examining the changes in the Qassical doctrines ^hicb 
^Ell himself effected, we must give a brief outline of those theories as 
they appeared in aD their inflexible majesty towards the middle of 
the nineteenth century, during the period between the publication 
of the Principles and the death of John Stuart Mfl, between 1848 and 
1873. This was the period when the Qassical liberal school believed 
that its two old rivals. Protectionism and socialism, .were definitely 
crushed. Reybaud, in his article on socialism in the Didionnaire 
dUSconomie politique of 1852, wrote as follows: “To speak o! 
socialism to-day is to deliver a funeral oration.” Protection had 
just been vanquished in the struggle that led to the repeal of the 
English Com Laws, and was to suffer a further check, alike in France 
and in the other countries of Europe, as a result of the treaties of 
1860. The. future lay with the Classics. It was little thought that 
1867 would witness the publication of Kapital, that in 1872 the 
Congress of Eisenach would reassemble, when the treaties of 1860 
would be publicly denounced. 

Let us profit by its hour of glorious existence to give an exposition 
of the doctrines which it taught. The treatment must necessarily be . 
very summary, seeing that we are not writing a treatise on political 
economy, and that our attention must be confined to writers who 
are definitively members of the Liberal schooL 


I ; THE ITJKDAJrENTAL lAWS 

A.^beuef in natural laws was always an article of faith with the 
Classical school. Without some such postulate it seemed to them 
that no collection of truths, however well attested, could ever lay 
claim to the title of science. But these natural laws had none of 
that “ providential,” “ finalistic,” and “ normative ” character so 
frequently dwelt upon by the Physiocrats ^ and the Optimists. They 
are simply natural laws like those of the physical order, and are 
clearly non-moral. They may prove useful or they* may be harmful, 
and men must adapt themselves to them as best they can. To say 
that political economy is a “ dismal science ” because it shows tha* 
certain laws may have unfortunate results is as absurd as it would 
be to call physics a “ dismal science” because lightning kills. 

'•Bnpont de Xemonrs, wridng veiv mncb in tbe spirit of tbe Qassical scbocl, 
had already given an excellent deSition of natural law. By natural lav 
we are to understand those essential conditions that regalato all things in accord- 
ance with the design laid down by tbe Author of Nature- Tfaeyaretbe •' essential 
conditions’ to which men must Bubmit if they wonid obtain all the benefits 
which the natural order oSers them.” (Introdoction to Quesnay's works, p. 21.) 
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mterest sh ould be sacrificed to another. 
And HCII, farfrom denying the existence of these conflicts, has taken 
special pains^ to emphasise them. The Classical -writers, together 
with the Optimists, reply that such contradictions are apparent only. 
^ and that beneath th^e appearances there is^lmnmoDy ; or they 
TpomT-butthat these antinomies are due to the fact that both 
I individualism and liberty are only imperfectly realised, and as yet 
I not even completely understood, but that as soon as they are securely 
I established the evils which they have momentarily created will he 
I finally healed.^ Liberty is like Achilles’ lance, healing the wounds 
it mflicts. Other individualists, such as Herbert Spencer, declare 
that the conflict of individual interests is not merely advantag eouF 
to the general intojssts , of society, but is the vety..condition~or 
i progress, .weedi ng out the Incapable to make room for the fittest. 

* UVie Law of Jb'ree Comg gf/fioa^. TAdmitting that each individua l 

is the_b es t Judge of his own interests, then it is clearly the wisest ' 
plan to, let every one choose his own path. Individualism pre- 
supposes liberty, and the Individualist school is also known as the 
Liberal school. This second title is more exact than the first, and 
is the only one which .the French school will accept. It emphatically 
repudiates every other, whether Individualist, Orthodox, or Classical.* 

* This is how Jlill viewB it; “It is only in a very imperfect state -of the 
world's arrangements that anyone can best serve the happiness of others by 
the absolnto sacrifice of his own.” {Utilitarianism, chap. 2.) But it is scarcely 
necessary to add, se^g that the two propositions are necessary complementary, 
that one of the best ways of securing’ happiness is to sacrifice one’s self in the 
cause of others. All that is required is a little patience. "Education and 
opinion will so use that power as to establish in the mind of every individnal 
an indissoluble association between his happiness and the good of the whole.” 
Interpreted in this way, individualism is closely akin even to the most transcendent 
form of solidarity. 

* One is sometimes asked to state the differences between the Classical, the 
Individualist', the Liberal, and the Optimist schools. The question does no* 
seem to us to be a very important one, but we may answer it in this way : , 

(o) The Individualist school, according to the worst interpretation put 
upon it, thinks that ^oism is the only possible system of ethics and that 
each for himself is the sole principle of action. Bnt, naturally enough, everyone 
is anxious to avoid the taunt of selfishness, and the erdstence of such economic 
tics as exchange and division of labour make egoism impossible as an ctlu&ai 
system. According to Hie broadest interpretation of the term, individualism 
implies the recognition of individnal welfare as the sole aim of tsvery activity, 
whether individual or social, economic or politicaL Bnt this does not take ns 
very far, for every socialist and individualist would accept this intciprctstion. 
We seldom speak of the welfare of sooie^ per «s as an entity poKsssed of comciona 
feeling. This definition is much too wide. It includes solidarity and sssociation. 
State intervention and labour legislation, provided the aim be to protect the 
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Tlic English Fchoo! is equally ' decisive in its preftrem'c for 
“ Liberalism.’' The terms “ Mnnchestcrism ” and Slanchestcr- 
thum” have also been employed, especially by (Jcrman critics, in 
describing this feature of their tcacliing. 

Hut the C lassical school itself thought of laissez -faire neither as 
a Bogina nor a scientific axiom. It was treated merely as a practical 
rule wTu^v~ll~^s~ rvl£e'tcrIallo wr wotTircvc^^ hut tT 

Tjcttcr had not i>cen discovered. Those who act upon it, in Stuart 
•Mill's op] ni o n , a felieare r the truth nineteen times out of twentylimn 
those who deny it.* This pmctical Liberalism is' intended to apply 
to every aspect of economic life, and their programme includes 
liberty to choose one’s cmplo5'ment, free competition, free track 
beyond as well as within the frontiers of a single country, free banlis, 
and a competitive rate of interest; and on the negative side it 
implies resistance to all State intervention wherever the necessity 
for it cannot be clearly demonstrated, ns in the case of protective or 
parental legislation. 

bdiridoa! ngninst cerlnin dangers. Sclf-Mcrifice is not cicluded, for wbrst c«.n 
itrengthen indiridualism liUo ftclf-eacrifice 1 , This is tiw inlcrpretation which 
Sohats putfl upon it in Ills L'Inrliv\d\tnUm' (rmninvpir ii rcciot. Ijtit tije P'na 
“ Individimli't " ia too indefinite end wo .tiusi evuid it whenever vro cna, 

(6) Tho to-cnlled Liberal echool uses tbo term in a mucb more definite frMitoa. 
The individu.al is to bo not merely tbo role end of economic action, but he i* 
also to bo the solo aceiil of the economic tnovorornt, kesu-o no one ehc can 
understand hif true interests or rcalire them in n better way. Interpreu-d in 
this fashion, it means letting the individual alone and removing every cxtcnia! 
intervention, whether by the State or the nia«ter. 

According to the one definition, fndivjdmiis.'n is a ert^-d-whieb everyone 
can adopt ; according to the other it Is 0 {>en to very r'-rioas objections. Lrp' ri • 
rnco shows that the individual, whether as con'ium'’r buying injuriou”, codlv, or 
u- flees commoditiw, or ms worker worlung for wr.pes th.V. min his hesUh and 
lower his childmn’s vitality, is a poor judge of hi* own intcre''l, and i* heljilf-s 
to defend himself, even where ecieneo and hygiene are cm his 

(e) If wo push thir interpretation a at.sge farther and admit not only that e-.c!) 
individual ia IksI qualified to apeak for hitmelf. but aho th.at the rccial inVr*'*. 
is ( imply the sura of the individual inirrcir-ti’, all of which converge in & hsrtar r.inn* 
wh.ok, then the Likral- school beronica the Optlmbtio. In IVaco? it has the 
tradition of a generation kfund it, and on attempt ha* been made to revive it in 
certain reeent works ; still it may now be regardc'l ns romewhat aatsqcate.J. 

(if) When we speak of the Claraic-al sohoo! we mean thc<--e who hav.- rem.ained 
faithful to the principles enuneiateri hy Uie eariicr tna'''.cr? of economic sairc'c. 
.^n efiort ha* been made to improve, to develop, end even to correct the chler 
tbeori'-s, but no ottempt h.as b'v-n made to change th’-ir errenita! a«r«o:;a. In- 
dividuall'tic and libera! by traditkn, tills school htwi never leert optimii't!'.. !j 
lays no claim to finality of doctrine or to the uaivcnrality of its sim. but r.mpiy 
coniines itself to purr sdenr*. 

’ jfcgjisJe C’cmle onJ JPosiJiW/**, 



358 Decline of the Classical School 

( j° ■ tbC - OJ tin. inn -. nL .C I assis aj' writers, free competition was Ibf 
s overeign natTural laiv. It was sufficient for a)} h1iing<; It secured 
cheapness for the consumer, and stimulated progress generally because 
of the rivalry which it aroused among producers.' Justice rras 
assured for all, and equality attained, for the constant pursuit of 
profits merely resulted in reducing them to the level of cost of 
production.^ The Didionnaire d:l^cQnomie 'politique of 1852, which 
may perhaps be considered as the code of . Classic political economy, 
expressed the opinion that competition is to the industrial world 
what the sun is to the physical. And Stuart JKll himself, the author 
of Liberty; no longer distinguishing between economic and political 
liberty, in less poetic but equally conclusive terms states that “ er'erj* 
restriction of competition is an evil,” but that ” every ejrtension of it 
is always an ultimate good.” ^ On this point he was a stem opponent 
of socialism,- although in other respects it possessed many attractions 
for him. “ I utterly dissent,” says he, ” from the most conspicuous 
and vehement part of their teaching, their declamations against 
competition.” 

But the Classical school, despite its glorification of free com- 
petition, never had any intention of justifying the present rigime^ 
The complaints urged against it on this score, like the similar charge 
of egoism, are based upon a misconception. On the contrarj”, the 
Classics, both new and old, complain of the imperfect character of 
co mpetition. Senior had already pointed out what an enormous 
place monopoly still holds in the present regime. A rigiTne of 
absolutely free competition is as much a dream as socialism, and it 
is as unjust to judge competition by the vices of the existing order 
as it would be to judge of collectivism by what occurred in the 
State arsenals. 

(3) The Lam of Population also held an honourable place among 
Classical doct rines, so honourable, indeed, that even the Uptim ists" 
never dared conteadiet it. And of all economists Mill seems most 
obsessed bv it.* In his dread of its dire consequences he surpasses 
Sialthus himself. And he reveals a fat greater regard for. moral 
considerations than was ever shown by the latter. Mill was ahcadj 
a NeO'Malthusian in the respect which he felt for the rights and 
liberty of women, which are too seldom consulted w’hen matemitj' 

» PrincipUr, BooklV, cbap. 7, par. 7 (AsUcv’b ed., p. 793). See the recent, 
work of Molinari, or La 2f orate de la Concurrence, by Yves Guyok 

1 “ It is in vain to eay that all months •srhich the increase of msnkina calis 
into existence bring with them hands. The new months require m mnch f^rf 
as the old ones end tho hands do not prodnee as mtich.” <?«««?!«. Boole I, 
chap. 11, 5 2.) - 



Tixk Fundamj:-STai. Laws 859 

i* forced upon them.' A numerous fnintly appeg^ to him r<s. 
vi cious opd almost a:! dis^ slinp ns dnmFcmje^ Time and u;;airi 
he declares that the working classes can hope {or"no amelioration of 
their lot unless they check the growth of population. One rea-son 
for bis favourable view of pc.asant proprietorship is the restraint 
which it exercises upon the birth-rate. “ The rale of increase of the 
French population is the slowest in Europe,” he writes, and this 
result he thougiit very encouraging. 

To exorc ise— thi s terrible demon he would even sa crifice the 
prin cipl e of lilxcrty which cvc iy nvhere else he is at .so much p.oins to 
defend. He was prepared to support a law to prohibit the marriage 
of indigents,* a proposal to which Malthas was ahsolutely opjKJscd 
His plea for this measure of restraint is expounded, not in the 
Principles, but in another of his works entitled lAhcriy. It is, of 
course, possible that Z-tTerty may owe something to the collabor.ation 
of Mrs, Stuart Mill. 

(t) The Laro of Demand and .Suppfy— lhc.Jnyi'_tl5at determines^ 
the value of produ cts and ~ (^ T)r(Hl_iicUyc,.Eeryices,_such as hibour, 
Rthd, and usually sl ated in t he following terms ,_l'ricc 

v aries directly with d emand, inversdy wit h .supply . One of the 
most important contributions which Mill made to the science was to 
show that this apparently mathcmaticiilly precise fonnula was 
merely a vicious circle. If it be true that demand and supply cau^ 
a variation of p rice, it is equally true that iwic c cn usc-s a variation of 
demand and su pply. Mill corrects the dictum by saying that price* 

‘ " It is eeltlom by tli'- olioiceof the wile th.M fnanllSXre'tooliWiftrCusT dC 
Iicr dovoivcfl (alonR with all the phypic.'vl sufiering and at least ft fell »h.arc of the 
privntions) the whole of the intoleroWe domeatio dnidcery re-uhing from th.e 
exc'T.a.’’ {Primiplrf, Book II, eh.ap, 13, tl C.) 

• “ While IV man who is intemperat*' in drink, ia discountenane' d and deap'fc d 
by nil who prufe.o to lie moral people, it I' oiv' of the chief groan-i'- made n»e 
of in appeals to the Irenero'cat that the npp'ionni h.w ft large I.aniily nnd if 
nnablo to maintain them." {/hid.. Book II, chap. 13, J 1.) " 1 jttlc improrr- 
menl can bo cijiectod in morality, until the producing large I.amniea B rrgsrdrd 
with the itanve feeliiiga a.' druBkeanrii* or nny other phyricnl esceoa. But «!!;]<•■ 
the ftriftocrocy and clergy ftre foremrwt to si-t the einmple of thif kind of in- 
continence what c-an be « j'fctofl of the poor T " ( (bid., AfhhyV ed., p, 3".'. note.} 

Be coinplaina that the ChrlsUan religion inpolcate.s the l-elicf that God its Ui* 
wi'dorn and care ble^i'o.f r numerous family. 

• '■ The lawa wliich in many coamrins on the Continent forbid m.-irriece 
uale-s the iJorlifs c.in show th.vt they lir.Ttj th" Kf.anv of rupporting « i.arisry, 
do not t’Seoed the leptimnte jvjvrrrs cf the Ftate. They ere no*, objrctional le 
a* riolatiari' of libcft3'.*' (Liiai'j. chap, i!.) 

On the other hand ho Ihovjght that a law which limited thr nnmberof publie- 
fcoive.a inro'.ved a violation of lilierty I'emarf- It meant vrrailcf: ih* werker? nr 
ehildnea, {Ibii.. chap. 5.) 
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is Bxed at a margiD-yh e re .the, qaantitv offered is equal to th f 
qxiantity demand ed. All p rice varia tiops move about this noinT" 
~j\xst as the beam of a balance osdj jgfi^a^t a pointof equilibrium^ ~ 
He thus gave to the law of demand and supply a scientific precision 
which it formerly lacked, and by substituting the conception of 
equilibrium for the causal relation he introduced a new principle into 
economics which was desbned to lead to someimportant modifications. 

The law of demand and supply eyplflinc varkrinns of value , 
blit fails to iliumiri^ the conception of value itself . A more 
■Tundamental cause must be sought, which can be found in cost oI 
production- Under a rigime of free competition the fluctuations in 
value tend toward this fixed point, just as “ the sea tends to a level ; 
but it never is at one exact level.” * 

A temporary, unstable value dependent upon the vamtions ol 
demand and supjdy, a pemiaaSit,"natoa|, or normal, value regulated 
fay cost of production, sucH’was'the Classical law of value. Mill was 
entirely salisfied'srithTt, as wiH'be seen'from~the following phrase, 
which seems rather strange, coming from such a cautions philosopher, 

“ Happily,” says he, “ there is nothing in the laws of value which 
remains for the present or any future writer to clear up ; the theory 
of the subject is complete.” * 

The law which -regulates the value of goods applies also to the 
value of money. Money also ha s a temporary value , determined by 
the quantity in chuulation and the demand for it for exchange 
purposes — ^the celebrated quantity theory. But it also has a natural 
value, determined by the cost of production of the precious metals. 

(5) The Tyfirr, of Waf;ef!. A similar law determined wages — the 
price of hand-laboxir. Here again is a double law . Temp oifiry 
. wages depend upon demand and supply— understandingJ >y-sapplY 
the quantity of capital available for the upkeep of the workers, the 
wages fund, and by demand the numb er of workers in~sem-ch^ 
e l^Ioynieh t.* This law was more famiflaily expressed by Cobde5~ 

1 “ The rise or the fall continnes until the demitfid and supply ere egatii eqtzal 
to one another : and the value which a commodity will bring in any market is no 
other than the value which in that market gives a demand just Euffioient to 
catrv q 5 the Ayi stin g or expected supply.” {Principle, Boob IH, chap. 2, 1 4.) 

Cournot in his critioisms of the law of demand and supply bad anticipated 
Mm. Bnt it is very probable that Mill was not acquainted with the P^idurckts, 

* Pnacipie*, Bookm, chap. 3, § 1. 

3 /j.v?., Book m, chap. 1, 1 1. u t 

* ” Wages depend, then, on the proportion between the number ot tne 
labouring population and the capital or other funds devoted to the purcha^ 
of labour, and cannot under the rtde of competition be adected by anything e " , 
(I6vd., Book n, chap. 11, parte 1 and 3.) 



The Kundamental Lav/s 801 

ivlicn he said thfil wages rosi; v.hencvcr masters rnn after the 
same man, and fell vdioncver two men ran after the same master. 

Natural or .subsi stence vrag esJa-tlu:Jongjaut„arc_dctc:rmmcd I- a' 
the^ost of~p rbduHioirorja^ur — ^lr Ythc_costA3 hi caring the_workcr.__ 
Ylic oscillat ions of temporary wages always t end to a posiUcm of 
equilibriu m about~tl)is poin l~ 

"'“^Tiis •• brazen law,” a.s Lassalle c.a!ls it, well dfcscrves its title. 
According to it wages depend entirely upon causes extraneous to the 
worker, and bear no relation cither to hia need or to the character of 
hi.s work or his willingness to perform it. He is at the mercy of a 
fatalistic law, and is as helpless to influence his market os' n bale of 
cotton. And not only is the law independent of him, but no inter- 
vention, legal or othenvise, no institution, no .sj'stcm, can alter this 
state of things without influencing one or other of the two terms of 
the equation, Ujc quantity of capital employed as wages — the w.age 
fund — or the numbers of the working population in .search of .work. 

“ Every plan of amelioration which i.s not founded ujxjn this principle 
is quite illusory.” Only by cncouniging tiic growth of capital by 
means of savdng, or by discouraging the growtli of pop\ilivtion and 
restraining the sexual instinct, can the terms of the equation be 
favourably modified. Upon final analysis there arc only two 
chances of safety for the workers, and of thc.se the first is beyond 
their power,* wiiilc Uic second mceins the condemnation U> ecJihacy 
or onanism of all proletarians, as they are ironically called. 

And thus Mill, who formulated the law with greater rigour than 
any of his predecessors, found himself alarmed nt its consequences, 
lie was specially impressed by the coumgeour. but impotent efforts 
of trade unionism, then at the beginning of its career. Mill and the 
economists of the Liberal school were as slrutigly in favour of the 
removal of Ihe Combi nation Laws as they were pcrsislenl in Ibeir 
demands for tlic rcpc.'il of the Corn J>nvs; but of what use w.as the 
rigid of association and combinnlion when a higher l.aw fruMialctl 
cverj' attempt to r.aisc wages ? Just at tliis time Longc, writing in 
18Cfi, and nioniton, in his volume on Labonr, liegan to question the 
validity o{ the wage fund theory. Tncy experienced no diilicully in 
converting John Stuart 'Mill, who followed with his famou.s recanta- 
tion in the pages of tire Pcrrim^htly. His defection cau'^cd a rcm.ark- 
ablc stir, and was thought almost an offence against rise sacred 

* Faring with a riew to oagn'.enting the ■R-agrf fuS!! i« on’r pos-ihla for tha 
rich, and Mill in eji iswirtont upon thrir doing it ho in tho werkors rofriir.irg 
Iroffl marrjftgo. lie idfo trira to isEprooa npon tho wnrkrrs the hnporta.nct' of 
but hif- way of i-liowing Ju advamsgs- t* ofton hhorioe.- and oli'certv 
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traditions of the Classical school. The conversion was not quite 
complete, however, for the last edition of the Principles still contaim 
the passages we have already quoted, as - well as others equally 
discouraging to the working classes, and equally fatal to the hopes 
which they had reasonably placed in their own efforts.^ - 
I The wage fund theory^ though badly shaken as a result of -IGll’s 
defection, was not abandoned by all the Classical writers, and some 
recent American publications have attempted a revival of it.* 

(6) TAe ■Laic-o/^enlr -^Tbe law of competition tends to reduce 

the selling price until it is equal to the cost of production. But 
suppose, as is often the case, that there are t\vo costs of production, 
which of the two will determine the price ? The higher will be the 
determinant, and so there exists a margin for all similar products 
whose cost of production is less. Ricardo showed that tins was the 
case with agricultural products as well as with certain manufactured 
goods.® JitjU pb^itv, ai^ though the conception 

of rent was thus very considerably extended, it had not the scope 
which it had with Senior. 

(7 ) The Laxjc of lniemaUonal-Exchmist, According to the Lib eral 

* Stuart Mill admitted that trade unions might modify the relations betvreen 
demand and supply, forgetting for the moment that this meant a contradicb'on 
of the Ciassical theory. 

The Unions might limit the number of available men. He feared that this 
\ronld result in high wages for the small number of organised labourers and ia low 
wages for the others. They might check the birth-rate, their members becoming 
accustomed to such a degree of comfort and well-being as would raise their 
standard of lif& He was always a strict Malthusian. 

• See the quarterlies of Harvard and Columbia. It was an American, how- 
ever, Francis Walker, in his Question (1876), who did more than anyone 

to destroy the old wage fund theory. . 

» “ The cost value of a thing means the cost vrJue of the most costly portion 
of it.” (Pririciplcs, Book HI, chap. 6, § 1, prop. 7.) 

“ The extra gains which any producer or dealer obtains through superior 
talents for business or superior business arrangements are very much of a similar 
kind. If all his competitors had the same advantages, and used them, the benefit 
would be transferred to their customers through the diminished value of the 
B rticle ; he only retains it for himself because he is able to bring his commodity to ^ 
market at a lower cost while its value is determined by a higher.” {Ibi’i., 
Book m, chap. 5, § 4.) . 

Senior had already empharised one important difference between agricultural 
and indnstria! production, namely that whilst the law of diminishii^ returns 
operates in the former case, the law of increasing returns is operative in the 
second. In other words; the cost- of production diminishess as the quantity 
produced increases. The result is, as Mill points out elsewhere, that the 
industrial employer is amrious to reduce the sale price in order to produce 
more and to recoup himself for a reduction in price by a reduced cost of 
produotion. 
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produce it directl}', would have inx-olvcd a labour of twenty hours. 
The gain is credited to the importing side, for c.Tportation is merely 
the means ■whereby it is obtained. Its measure is the excess of the 
imported value over the value exported. 

It is clear that each party gains by the transaction. It is not 
quite clear, nor i.s it altogether probable, that the ndvantegw are 
equally distributed. But it is generally believed that if any inequality 
docs exist the greater gain goes to the poorer country — to tlic one 
that is less gifted by nature or less fitted for indastri.al life,. Tlie 
latter country by very definition would experience great difTiculty 
in attempting the direct production of the imported goods, and would 
even, perhaps, find it quite impossible. On this point the English 
Classical or the Manchester school is in complete ngrecnient svilb 
tlic French school.* 

It might possibly be pointed out that under a r/'gfnic of free I 
competition all values svould be reduced to the level of cost of 
production, and products would be cxdiangcd in sudi n fasliion 
that n given quantity of Inlxiur embodied in one commodity would 
nhvny.s c.Nclinngc for an equal quantity embodied in any other. But < 
in .sudi a ease where would bo the advantage of exchanging ? 
llicardo had already anticipated this objection, and bad .shown that 
if the nile of equal quantity in exchange for equal quantity were 
true of exchange between indisiduols. it did not hold of exchange 
between different countries, for the equalising action of competition 
no longer operated, iK-caiisc of the difficulty of moving capit.al and 
Inlxiur from one to the other. A comp.ari.son should be made, not 


• UifAttJa. inarcovsr, Rivt-' an cxjX'-Hion c! the i-alvnatApes of imrrn.'itianx! 
trsds in tenn' lint niigiit hsvo ndopted. " Under a syrtem of pr.^feoUv 

freo coromtroe rich connlry rotoraUy d'vo'c" itn capital and Idxiar to MJch 
f rap!ojTr.ent.s a,' arc mast l-neficinl to t-a-rh. Hi!.« p-a.Tufl of Indi vidoil Rdvan(sf:i' 
is ndrainildy conaRc'.ed srith the univcn'.vl gfesJ o! tljo whot'*. By ♦istnuktinj: 
iadivlry, by rrwaoiinr: infrennits*. ond by u^itu: ir.o-n oiiir.'idon-iv* !b<- fx^riilinr 
pj-srrrs lyr.lowrd i,y nv.uro, it distribato?! t.sboar inoft rtfesti-rrSy ard «!>«: 
oconotnie-'vily ! vKiio by inerrvitig tbo gfaeral kkw of pTfKhsttione il dificr,. 
pc-nrs-ftl Ivneiit nsuj bind* toyv'.ber, by one rorr.fnoa ti" of W.rn-tx B.od intercoan". 
IhR cnim^vi rtv-icly of n.s’.ton? thronjrbout tb" cirilbod •srorfd. It i* !hi^ prinrijd" 
vt'.sch dfWnnineR that vine tb-sB l-s tn.ado in Frsnw and Bortorsl. that rero rKvlJ 
bo jrrown in Arr.erira and Poland, and llvit h-irdwr-ro »uxi other coodf *ial! br 
mtnafaetnrod in Bnflsnd." (BifAnlo, p. 75.) 
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of the respective costs of the. same product iu the two countries, but 
o| the respective costs of the imported and the exported products in 
the same country. Another buttress to strengthen the theory 
which measures the advantages of international conunerce by the 
amount of labour economised ! ^ 

Sut the value of the exchanged product is still rmdetermined . It 
lies somewEereTeti^n the real cost of production of the goods 
exported -and the virtual cost of production of the goods imported, 
in such a way that each cotmtry gains something. That is all we 
■are able to say. Mill has gone a step farther. He has abandoned 
the comparison of costs of production, which is purely abstract, and 
can afford no practical measure of the advantages, preferring 
to measure the value of the imported product by the value of the 
[product which must be given in exchange for it.* We require to 
find the causes that enable a country like England to obtain a greater 
dir a lesser quantity of wine in exchange for her coal. Jn other word-; 

^ the isar-of. intgg iational values no longer involves a comparison of 
J TOSts of production, but is simply the law of demand and supply. 
n Hie prices of the two goods arrange themselves in such a fashion 
lAhat the quantities demanded by the respective countries exactly 
{ balance. If there is a greater demand for coal in France than there 
is for wine in England, England will obtain a great quantity of wine 
in exchange for her coal, and will consequently find herself in a very 
advantageous position. 

Mill’s theory * constitutes a real advance as compared with 

^ The following apparent paradox may be deduced from Ricardo’s theory. 
A country is wise in importing not only those commodities which it can only 
produce at a disadvantage as oompaxed with its rivals, hut also those goods in 
which it has a distinct advantage in the matter of production, though not so 
great as the advantage enjoyed in some other case. Under those circumstances 
it is better that it should produce that product in the making of which it has the 
greater advantage and exchange it for some other product in which it has less. 

“ Two men can both make shoes and hats, and one is snperior to the other 
in both employments ; bat in making hats, he can only exceed his competitor 
by one-fifth, or 20 per cent., and in making shoes he can excel him by one-third, 
or 33 per cent. Will it not be for the interest of both, that the superior tnan 
should employ himself exolnrively in making shoes, and the inferior man in making 
hats.” (Ricardo, TForbs, p. 77, note.) 

And so England might find it advantageous to exchange her coal for French 
cloths, although she may be able to produce those cloths cheaper herselL 

* “ The value of a in any place depends on the cost of its acquisition 
in that place ; which in the case of an imported article means the oost of pro- 
duction of the thing which is exported to pay for it.” (PrincipJts, Book IH, 

chap. IS, § 1.) _ 

* Mill first treated of the theory in his Umdiled QueHiom of Polttxcal Ecaru^y. 
A more complicated but more precise exposition is given in the Prirjtipltt 
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RicnTdo’s, for it affords a means of patiging the strength of the foreign 
demand, and of judging of the circumstances favourable to a pood 
bargain. Mil! vras of the opinion that a poor countrj' stood to benefit 
most hy the transaction— tluis confirming Bastiat’s belief, A rich 
country' vdil always have to pay more for its goods than a poor one,* 

Protectionists affect the opposite belief, holding that it is the 
poor country that is duped. The English trade with Portugal is 
one of their favourite illuslralions. But it is simply an illaslration. 
and it can never take the place of actual proof. 

Notwithstanding these divergent views, ^lill is more sj-mpalhctic 
to the Protectionists limn any other economist of the Eihernl school. 
His Ihcor}' provides them witli at least one excellent arg^imcnt. 
Seeing that the advantages of international commerce depend u{>6n 
demand and supply, n country' may make it oper.atc to its owtt 
advantage bj' merely' pursuing a different policy'. New industries 
might be developed whenever there is a considerable demand for 
new products, and that demand might easily be r.o considerable that 
the price would be lowered.’ Mill recognises the justice of merely 
temporary' protection, set up with a riew to naturalising a new 
industry', and considers it logically' dcdticible from his [irinciples.* 

Although Mill may in this way have done somctiiing to lighten 
the task of the Protectionists, we must never forget that he himself 

hook in, chap. 18, J 7. The whole proccf's of reMoning, baectl m it is upon 
lh« hyiwtlicticftl conduct oi two pcT^ons. la purely abstract, and is of ■very little 
pmcliaal ore. What is really imporleat is to know the relation between tho 
ndvanUges gained by either fide. It is tnic that on the whole imports and ex- 
ports b.vlanco one another, thnnka to the operation of money, but that is another 
nurslion. 

' ” It still appears, that the countriio ■which carry on their foreign trade on the 
most Rdvantagooua terms are thoe-e whore eommotlitica are tnosl in demand by 
foreifcn coantrief.. and which haarc them'-''lvisa the least demand for forcigT) 
commodities, from which, among other roa'oqnenec', it (ollowr that the richest 
countricft.crft.et.f ponii^r, g.-iin tlm leart by r. given craouiit of foreign commerce, 
rinec. haring a greater demand for comroivlitica gentmliy they arc likely to 
fwre B greater demand for foreign com-moditics and thus modify the term* cf 
intrreiiange to their own di'-ad vantage.” (PniK-ipfji, Book III, chap. 1.8, J 8.) 
Koto the phre-'e “ a pvrn ftmminl of foreirm eommereo." That 1% flUh.ougb the 
rate of interchange ia lem advant-ageous for the rich country tb.an it It for the 
p'a'jr, stiil, rince tho former rsebangra much more than the l.atfer it gsin* more 
o?i the ■whole tnr'eaction. Mill stBto.a thb nsprrrdy rlor-where. The rich and 
(he poor connfry are like the whohi.al? home and the litt’e .«l.op. The former 
gain* very ii'Ue on eorh artie.ic /eld, but grdna much on the ■wJ-.Ale (umover. 

• J.'trr!., Book V, chap. iu. * 1, 

• An even mere itnp.ari/in; coneoarioa to the Prolectionbl view i? his td 
tai'fio:) th.at thedutlw are not alwivys by the heme con'utrj'r in the for:." 
of h’ghef prirw. btit (hef they nre r.om'-tia'.w paid by the fort ipner. 



366 Decline of the Classical School 

remained an entirely faithful adherent of the Free Trade doctrine 
and, except in the case of infant industries, vigorously denounced 
all protective rights. “All is sheer loss. . , . They prevent the 
economy of labour and capital, thereby annihilating a general gain 
to the world which would be shared in some proportion between 
itself and other countries.” ^ 

The Free Trade doctrine has not remained where it was any 
more than the other special doctrines of the Classical school. It 
gave birth to one of the most powerful movements in economic 
history, which led to the famous law of June 25, 1846, abolishing 
import duty on com. This law was followed by others, and ended 
in the complete removal of all tariff barriers. But the eloquence of 
Cobden, of Bright, and of others was necessary before it was accom- 
plished. A national Anti-Corn League bad to be organised, no less 
than ten Parliamentary defeats had to be endured, the allegiance 
of Peel and the approval of the Duke of Wellington had to be secured 
before they were removed. AH this even might have prov’^ed futile 
but for the poor harvest of 1845. This glorious campaign did more 
for the triumph of the Liberal economic school and for the dissemina- 
tion of its ideas than all the learned demonstrations of the masters. 
Fourteen years were still to elapse before Cobden and Michel Chevalier 
were able to sign the treaty of 1860. Even this was due to a 
, personal act of Napoleon IH, and Cobden was not far wrong when 
he declared that nine-tenths of the French nation was opposed to it. 



: BULL’S INDIVIDDALIST-SOCIALIST PROGBAftlMB ' 


Such were the doctrines taught by the Classical school about the 
middle of the nineteenth century. The writers in question, however, 
strongly objected to the term “ school,” believing that they them- 
selves were the sole guardians of the sacred truth. And we must 
admit that their doctrines are admirably interwov’en, and present an 
attractive appearance. On the other hand, it must be confessed that 
the prospects which they bold out for anyone not a member of the 
landowning class are far from attractive. For the labourer there 
is promise of daily toil and bare ejdstence, and at best a wage 
determined by the quantity of capital or the numbers of the 
population — causes which are clearly beyond the workers’ influence, 
and even beyond the assuaging influence of association and combina- 
tion. And although the latter rights are generously claimed for the 


1 PriTi^.{p!es, Book Y, chap. 10, § 1. The duty woald check the demand of the 
importing country, and according to Sliil’s own formula it ought to modify the 
exchange equation in its favour. 
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Tvorkers, the occasional antagonism between masters and men 
presages the eternal conflict between profits and wages. The 
possession of land is a passport to the enjoyment of monopolistic 
privileges, which the right of free exchange can only modify very 
slightly, llenl — the resultant of all life’s favourable chances — 
reserved for those who need it Ica->t, monopolises a growing propor- 
tion of the national revenue. Intervention for the benefit of tlic 
worker, whether undertaken by the State or by some other body, is 
pushed aside as unworthy of the dignity of labour and hannful to 
its true interests. “ Each for himself ” is set up as a principle of 
social action, in the vain hope that it would be spontaneously 
transformed into the principle of “Each for all.” The search for 
truth was the dominant interest of the school, and these doctrines 
were preached, not for the pleasure they yielded, but ns the dicta of 
exact science. Little wonder that men were prepared to fight befoVc 
they would recognise these as demonstrable truths. Anri just as it 
wasJIill who so powerfully helped to consolidate and complete the 
science of economies that Cossa refers to his Principles ns the bc.st 
rf.svviC, the fullest, most complete and most exact cxjwsilion of the 
doctrines of the Classical school tlmt we have,* it was M ill also who, 
in successive editions of his book, and in his other and later Avritings, 
pointed out the new vistas opening l>cforc the science, freed the 
doctrine from ninny error s to wlticli it aa-us attached and set its feet' 
on the paths of Lilicral Socialism. 

' We might say Avithout any suggestion of bias that Mill’s evolution 
A^■as largely influenced by French ideas.* A singularly interesting 
A'oUunc might be Avritten in illustration of this .statement. Williout 
referring to the influence of Comte, which Mill was never tired of 
recognising, and confining our attention only to ccononiieSr^he h.ev 
Iiiniseif acknoAvIcdgcd his debt to the Suint-Simoninns for the greater 
p.nrt of his doclrinfc.s of heredity and unennK'd increment, to Si.smondi 
for his sympathy Avith peasant proprietorship, and to the socialists 
of ISIS for his fnitii in co-operritivc association as a substitute for the 


wage nexus. 

1 1 would iinrdly be true to .s ay that M ill been tne a eonv. rt. to 
^ socialism. a ljhojjjclUiej^hoAyrT rhi^c irn def end j! r.g.unst 

To tliosc who credit sod«lis!n~Arilira 
desire to' destrsiy }x'n.onal initj.ntive or to undermine indiAndua! 


• dff ji. 35^. 

* ’ titi stf. for inaiiY ycare rv i'dcn; in Franc-;', jir.d dieJ r.s 

written !,y Kkn in dt ferr^; ef th- Ucvulction . f Ks? 
IVn.-?' IM-! in 5 -v,!-. firm by M. C&mot. 


-tvignor.. An RrCitle 
t>;<n itsa'!,Al''d into 
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^liberty he disdainfully points out that “ a factory operative has lest 
jpersonal interest in his work than a member of a communist associa- 
tion, since he is not, like him, working for a partnefslup of which 
he is himself a member,” and that “ the restraints of communism 
would be freedom in comparison with the present condition of the 
majoiily of the human race.” ^ And- although he expresses the 
belief that “ communism would even now be practicable among the 
Hite of mankind, and may become so among the rest,” and hopes that 
one day education, habit,- and culture wUl so alter the character of 
mankind that digging and weaving for one’s country will be considered 
as patriotic as to fight for it,* still he was far from being a sodalist 
Free competition, he thougl 3t._j5as-mr--absQlu te nece ssity, and there 
could be no interference with the essential rights of the i^iviri ual. ~ — 
The first blow which he dealt at the Classical school was to 
challen ge its b elief in the universality and permanence of natural 
law . He never took up the extreme position of the Mandan and" 


Historical schools, which held that the so-called natural laws were 
merely attempts at describing the social relations which may exist at 
certain periods in economic history, but which change their character 
as time goes on. He draw s a distinction between the law s which 
obtain in the realm of production and those that r egulate distribu^ 
tion! Only in the one case can we speak of *^* natural ’’ ; in the 


other they are artifidal — created by m"eii— and capable of being 
changed, should men desire it.^ Contrary to the opinion of the 
Classical school, he tries to show that wages, profits, and rent are 
‘ not determined by immutable laws against w hich the will of man 
can never preva iL- 

Thf dnoT was thus open for social reform, whic h was no small ^ 
triuTriph. Of course it cannot be said of the Clasacal school, or 
even of the Optimists, that they were prepared to deny the possibility 
or the efldcacy of every measure /of sodal reform, but it must be 
admitted that they were loath to encomage anything beyond 
private ^effort, -or to advocate the abolition of any but the older 
laws. Braun, speaking at a conference of Liberal economists at 
Mayence in 1869, exjjressed the opinion that “ that conference had 
'pven rise to much opposition because it upheld the principle that 


Principles, p. 210. * Beprescnlalive Government, chap. 3. 

* « The laws and conditions of the production of wealth partake of the 

character of physical truths. There is nothing optional or erhitxaryin them. . . . 

It is not BO with the distribution of wealth. This is a matter of h um a n lustifutiou 
solely. The things onoe there.-manMnd, individually or coIIectiTely. can do with 
them as they like.” {Principles, Book H, chap. 1, § Ifi I^I Marx, a little 
later than this, claimed that distribution is whoUy determined by production. 
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hunian !ep?lrition can. never change the cterna! !n.v,-.s of nature, 
wbicii alone regulate every economic action.” Similar declarations 
abound in the French works of the period. But, thanlis to the 
distinction drawn by Mill, all this was changed. Though the Icpslator 
be helpless to modify the laws of production, he is all-powerful in the 
realm of distribution, which is the real battle-ground of economics. 

But, ns a matter of fact, Mill’s distinction is open to crita'cisrn, 
. c.sp'ccially his method of sla ting jt; and we feet that he is unjust to 
' him-self when he regards . this as his most important and most 
original contribution to economic science. Production an d dis- 
tribution c .annot b e treated as lv.o separate Ephercs, for the one 
T . . • > •.- ... n f . . • i - 1-- — 

_j ■' f: ■ i ' i.;: \ i' f <■■'- ■: ' 

associations or pc.asant pro prietor M;-. ' r if !i. "■ '■I"-.'-' r.- 
m uch to the .dmnaih. of produc* •: 

Uodl^rlus, at almost the same period, gave a much tnicr expression 
to Mill’s thought by emphasising the distinction which exists between 
economic and legal lies.* Even these may mutually involve one 
another; still we know that the economic laws which regulate 
exchange value or detcmrinc the magnitude of indii.strial enterprise 
arc not of the Kimckind os the niles of law which regulate the tmn.sfcr 
of property or layMown the lines of procedure for persons hound by 
agreement concerning wages, interest, or rent. The first may well 
he designated natural laws, but the latter arc the work of a legislative 
nulhority. 

3iuart3Iill. no t content with merely *^P<^ning the dow to rcrorrn,__ 
d<iibc r.atcly.cntersin„aod, in .striking contract- to. the economists of 
the ^Itlcr^ Mrhool, ouliincs a comprehensive programme __pf._sodal 
^iiC} v whic h h^”fdrihuTaTes"nuT<'r*"^Trmf'to un^ the greatest 
individual liliefly of action, with a common ownership in the raw 
material of the globe, and an equal participation of nil in the 
hencRls of comhincrl lahofir.” 

We may summari^. c his p roposals a c fol l ow-s ; 
Jl)„l^lyfi-Ub■n„O.CJjw__ wagc ssoitem and the, substitu tio n of n 
co-o perative a ss ociation o f pr oducers. 

SQciaiis.ati on of rent bv means of a tax on land . 

.i!!) J^-'5cn[ng of the" inequalities of wealth by restrictions on the 
rigi'.ts of in heril.n nec^ 

THTs threefold measure of reform possesses all the desiderata laid 
doivti by .Mill. Moreovex, it docs not conflict srilh the indix-iduallsUc 

* chafriab’* latrodaetbn to Ilodl-rrStn,'* .Vflptel, 

' Xt-eSiopa-’-.r, p. iXiCToralix" rdiUoat 
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principle, but would somewhat strengthen it. . Itinvolves no personal 
constraint, but tends to, extend the bou nds of individuM fre^o3r~~ 

Let us briefly review th^eprojects seriatim. 

(I) sen thought that the wages rSgime was detrimental to 
individuality because it deprived man of all interest in the product 
of his labour, with the result that a vast majority of mankind is living 
^ under conditions which socialism could not possibly make much worse. 
It is necessary to replace this condition of things by ‘'a form of 
association which, if mankind continue to improve, mtist be expected - 
in the end to predominate, and is not that which can exist between a 
capitalist as chief and workpeople without a voice in the manage- 
ment, hut the association of the labourers themselves on terms of 
equality, collectively owning the capital with which they carry on 
their operations, and working imder managers elected and removable 
by themselves.” ^ This noble ideal of a co-operative community 
was borrowed, not from Owen, but from the French socialists, 
lilill had already eulogised the French movement, even before its 
brilliant but ephemeral triumph in 1848. He was not the only one to 
be attracted by the idea of a co-operative community, for the English 
Christian Socialists drew their inspiration from the same source.' 

3Gil lived long enough to witness the decline of co-operative 
production in England, and of the Co-operative Consumers’ Union 
in France, but neither failure seems to have had any influence upon 
his projects.* ’Whatever the method might be. the object in hi s 
ddeal wa s always the same, the self-emancipation of the Workers. 

' (2) The rent of land, which Ricardo and his disciples accepted as 

a natural if not as a necessary phenomenon, appeared to ]Mill as an 

* “ If the improvement which even triumphant military despotism has only 
retarded, not stopped, shall continue its course there can bo L'ttle doubt that the 
status of hired labourers will gradually tend to confine itself to the description 
of workpeople whose low moral qualities render them unfit for anything more 
independent, and that the relation of masters and workpeople will be gradually 
superseded by partnership in one of two forms : in some cases, association of the 
labomrers with the capitalist ; in others, and perhaps finally in all, association of 
lahonreis among themsdTes.” {Prir.ci'ples, Book IV, chap. 7, | 4.) 

“ In this or some such mode, the eadsting accnmnlations of capital might 
Honestly and by a kind of spontaneous proc^ become in the end the Joint 
property of all who participate in their productive employment — a transformation 
which, thus eSected, would be the nearest approach to social justice and (he 
most beneficial ordering of industrial a ff airs for the universal good which it is 
possible at present to foresee.” (Jht’d., BookIV, chap. 7, § 6.)^ ^ 

* The co-operative movement probably suggested this idea to him. He 
several times times expresses the opinion that middlemen’s profits exceed those 
of the capitalists, and that the working class would gain more by the removal of 
the former than they would by the extinction of the latter. 
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nbnominl fact Trbich was as detrimental to indhidualily as the 
wage system itselt. Its peculiat datigci was, of course, noi. quite 
the same. W hat rent did was to secure to certain inrliriduals 
something which was n ot the result of their own ef fort s, whe reas 

for cvcr3mne~t]he 

■^labmir— fffiwfrt adque. On the principle of gi ving to each what 
ciicF produced, everything nol directly nroduccg'l)y man himself 
Ws unie~rcstored to the community. TTis iTnmatCTid whether 
this extra product is due to the collaboration of nature, as Smith 
and the Pljysiocrats believed, or whether it is the result of tlic 
pressure of population, as Ricardo and Malthus ' thought, or the 
mere result of chance and favourable circumstance, ns Senior pul it. 
Nothing could be easier than to levy a land tax which would gradually 
absorb rent, and wluch could l>c periodically incrc.ascd as rents 
advanced. The idea was a brilliant one, and Mill had learned it 
from liis father. It soon became the rallying-cry of a new school of 
cconomisls closely akin to the soci.alists. 

Tlic movement begot of this idea of confiscation deserves the 
fuller treatment which will be found in another chapter of this work- 
Mcanwhile, and until the large r a nd more revolutionary' ref orm 
becomes practical. Mill would welcome a modest instalment of 
emancipation in the shape of peasant prop .rie tor.shin. Like the 
co-operative ideal, ^his also waFof French extraction. Admiration 
of the French peasant had been a fashionable cult in England ever 
since the days of Arthur Young.’ Mill thought that among the 
* But Young rrmMned s chvtr.pioa of grarAe evffvre.'whilB Mill wm a com- 
plfteccinvf-rt to pmeant proprietors' Lip. But psecisiinl proprietorship is proposed 
limply M a et'-p towards aisoctaUon. 

“The opinion expressed in ^ fo.'mer psrt of thb tfcaiU.e-a respecting smAl! 
Unded properties and peasant proprietors rosy have resdo lha rc.ader antieijesta 
that & wide digusJon of property in laud is the remurce on which I rely 
for errmpring at le.sst the rgricuitural labourers from tselu-siTD dependence on 
Istour for hire. Such, fcmrcvcr, w not my opinion, I indeed deem that form 
of Egriculturwl economy to Ic most poundcfaly cried down, and to be greatly 
pref'-rableiniU argregate ejects on human happiness to hiredlatoarin any form 
la w hirh itexist* nt pro-eat. But the aim of improrement rhould be not scielv 
to place huma.n Iclnga in & condition in which they will bo able to do without 
cc" another, but to en-sble them to work with or for one nnothw in relations 
00! involving de}WTi:)!l''rrce.” [Prir.tij-Uf, Book IV, chap. T, § -i.) 

ifill wa* not the only one wiio looked to peasant proprinorrhip partlv to folre 
the trsTia! problem. Not to mention Saroondi. who wes very much Uhea cp 
with the idea, we Isare Thornton in England in his PUa PtnisrU 

Kid liippolyte Pfi/ry in Frsr.ee in his excellent little volume Dei SvPhr.ti 
*t t.’-whuee strongly s.dvocatirJg it. The CUsipieal economate for the 

most part took the ojiporile point of rkw, wpccislly I^svertme in hi« Trs^st ««■ 

» } n.raU i* VAr^^lttart. 
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j principal advantages of peasant proprietorship vrould be a lessening 
of ti^e injustice of rent, because its benefits vrould be more -widely 
distnbuted. The feeling of independence -would check the deteriora- 
tion of the 'wage*eamer, individual initiative would be encouraged, 
the intelligence of the cultivator de-veloped, and the grovrth of popu* 

' larion checked. 

hlill inspired a regard for the frugal French peasantry in the 
English Radical party. To his influence are due the various Small 
Holdings Acts which have resulted in the establishment of small islets 
of peasant tillers amid the vast territories of the English aristocracy. 

(3) Slill -was equally shocked at ou r antiquated inheritance law, 
which permits people to possess wealth -which they have never helped 
to produce. To Senior inheritance ranked with the inequality ol 
rent, and he placed both in the same category. To Mill it appeared 
to be not merely antagonistic to individual liberty, hur'a'sour ce of 
d anger to free competition, because it placed competitors in portions 
of unecin al advantage. In this matter Mill was under the infiuSice' 
of the Saint-Simonians, and he made no attempt to hide his contempt 
for the “ accident of birth.” 

This right of bequest, he felt, was a very difficult problem, for 
the right of free disposal of one’s property even after death con- 
stituted one of the most glorious attributes of individuality. It 
implied a kind of survival or persistence of the human will, Hill 
showed considerable ingenuity in extricating himself from this 
difficult position. He -would respect the right of the nronrietor to 
dispose of his good^ but wou ld JimiiLihe-jjghL^^nbj ritance by 
making it illeg al to inherit more than a certain sum . The testotor 
wordd stiU enjoy the right of bequeathing his property as he -wished, 
but no one who already possessed a certain amount of wealth could 
inherit it. Of all the solutions of this problem that have been 
proposed, Hill’s is the most socialistic. He puts it fonvard, however, 
not as a definite project, but as a mere suggestion.^ 

^ “Were I framing a code of la-sra according -to -what Eeems to me best in itseUi 
witbont regard to existing opinions and sentiments, I sbonld prefer to restrict, 

• not -what anyono might beijneatb, bnt what anyone should be permitted to 
acijnirc by bequest' or inheritance. Each person should ha-vo po-wer to dispo:® 
by rril] of his or her whole property ; bnt not to la-rish it in enriching some one 
individual beyond a certain maximum.” {Principles, Book II, chap. 2, 1 4.) 

It is hardly necessary to say that this limitation of the right of inheritance 
is a purely personal opinion o! MiU, and that it is rejected along -with his other 
solutions by most individnalists. It is not quite correct to say then, as Schatz 
has said in his hadividualUm, that Stuart Ifiil is "the -very incarnation of the 
individualistic spirit.” Ho was really a some-what sceptical disciple of the school, 
and his frequent change of opinion -was very embarrassing ! 


Mux’s In'divtdualisT'Sociai.ist Phoghammk ST."? 

Mill miplit wfill havf h eat given n among tlift _.IVsimi.stf, . | 

tspcfllMiy' stV fie i'nTic!^ thrir t entk-ncy U> see tfitr darker side cf | 
Ifiriiiw^o^ population fill him v. ith terror,' ¥uf j 
"the law of diniinishirif' retun>s st-emed to him the most important 
proposition in tlic whole of economic science ; and all his works 
nlwund with melancholy reflections upon the futility of progress. 
There is, for insUince, the fretjucntly quoted “ It is questionable if 
nil the mcchnnicnl inventions, yet made have lightened the day's 
toil of any human being.” In his vision of the future o^socicty ^ 

hc,i)rophcsicsihat.thc-xuxr-of4iuman.jifex<.i)l - 0 >Tnj^W'Ij^I^ nn~ 

the sea of st^nation. 

■ Tnr"svortl» while dwelling for a moment on this idea of a 
stationary state. Tliough the conception is an old one, it is very, 
chnrnclcrislic of Jhll’s work, and he feels himself forced to the 
belief that only by reverting to the stationary slate can we hope for 
a .solution of the social question. 

Economists, cspceinlly Ricardo, lead insisted upon the tendency 
of profits to a minimum rus a correlative of the law of dimin5.shing 
returns. This tendency’, it was'Leheved, would continue until 
profiU had wholly disappeared and the formation of new capital 
was- arrested.* Mill took up the thcorywhcrc Ric.'\rdo had left it, and 
arrived at the conelusion Hint industry would thus he brought to a 
.standstill, seeing that the magnitude of industry is dependent u|)on 

' Pnnei^le-i, Book II, cbnp. C, § 2. 

• “Thrro ji at every time and plsco romc particular rutc of prolit, wliiirh b 
ill" lowest that will induce the jicoplo ol that country tied time to nccumulnie 
favinj;". . . . But though tho niinimnni rate of profit Is tlmsliableto vary, and 
though to r-p"eify exnntly whnt i! ji ■jcould at any given tir:>e be impoYsibJe, rticb 
a niinirnum alway* ; and whether it le> high or low. when onro it k rr.'.ched 
no further inerwe of capital can for lb? ptvfrit take place. The eottntrv has 
then nlinined what ia known to politic-a! ecoiwmirtc under the name lA the 
Stationary State." (/hid.. Book IV, chap, -t, S 3.) 

Mill indie.afea the cau'e" that coalrilmfe to a fall in t.he rate of I'CoSta r.a 
Well as the esun* that arrest tint fall, f.iieh .a.s the jirogrrei of production and 
th'; de«tniflinn of wf.alth by w.ara and cri.'-e-”. 

It way I>" worth while pointing out that tlw avonl prt'iit r,» rmplovrd bv th" 
Bngii-'h eecnomi'il.". and cepeci.aJly by Mill, has not tho c.amr tr.'-rriinV ft ha» 
with the r.'i t!?h w ritrru. French ceonomirte f itire the t ime of v hat c cr.'.plovt'd 
tlie. fern! profit to (knot'' the candn.’n’ of the cr,rr»j;»,-r,rtir, the capitalict'a income 
fc-inp i!e*.i,enf.!rtl interw!. The Knrikli econombtR do not di-tierutdi ly.twc^n 
th" work of th" rsfrcp»fartir and that of th" capit-alit*, and the term profit coverr 
fh''tTi lyith. Tl;e result ir, th.at the French Hedonistic economljt? c.an f.av th.at 
under a r/gi'ni- of nlyiolutely frev' eompr-tition profit wculd f.al! to rrro. whOe the. 
Fnribb cc.meaii*'ts ean.oot arcejn fhrir th"*!? lvy.«nfe prefi!/ iccicde intcrw«t. 

which will alwayy remain as the rewan! of WBitlm;. 

The Ff< lich point cf rirw h nturt g< ne.'slly adopted to4*y. 
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the amoxmt of available capital. Population must then become 
stationary, and all economic movement must cease. Thonoh 
alarmed at the economic rignificance of this prospect. Mill acquiesed 
in its ethical import. On the whole he thinks that ^ch a state 
would be a very considerable improvement on our present condition. 
With economic activity-brought to a standstill the current of human 
life would simply change its course and turn to other fields.^ The 
decay of Mammon-worship and the thirst for wealth would simplf 
mean an opportunity for pursuing worthier ohjects. He hoped that 
the arrest of economic progress would result in a real moral advance, 
and in the appeasement of human desires he looked for a solution 
and for the final disappearance of the social problem. And as fax 
as we can see the reformers of to-day have nothing better to offer us. 

m : MILL’S SUCCESSORS 

Mill’s influence was imiversal, though, properly speaking, he had no 
disciples. This was, no doubt, partly because writers h'ke Toynbee, 
who would naturally have become disciples, were already enrolled 
in the service of the Historical school. 

The Classical school failed to follow his socialistic lead. It still 
preached the old doctrines, but with waning authority, and no new 
work was produced which is at all comparable with the works which 
we have already studied. We will mention a few of the later writings, 
however, for, though belonging to the second class, they are in some 
respects excellent. 

In the first place we have several books written by Caimes,® 
notably Some Leading Principlee of Political Economy (1874). Cairnes 
is generally regarded as a disdple of Mill, though as a matter of fact 
he was nothing of the kind. Caimes was purely Classic, and shared 
the Classical preference for the deductive method, which he thought 
the only method for political economy. His preference for that 
method sometimes resulted in his abusing it, and he was curiously 
indifferent to all social iniquities. He accepted laissez-faire, not as 
the basis of a scientific doctrine, but simply as a safe and practical 
rule of conduct,® The old wage fund theory has in him a champion 
who attempted to defend it against Stuart MU. It cannot be said 

1 In a letter to Gnstave d’Eichthal, recently published, speaking of Augu^ie 
Comte, be writes as follows : ** How ridiculons to think that this law of ciribsatiou 
requires as its correlative constant progress I Why not admit that as humanity 
advaiHses in certain respects it degenerates in others t ” 

* Oh the qnestion of co-operation as a method of social reform, Caimes, who 
rimply lelOT to it as a possible alternative, may have owed something to MilL 

* Efsaya, p. 281 . 



‘675 


SUCCKSSORM 

that he made any new contribution to the i'ciciicc, unicss we except 
his teaching concerning competition. He pointed out that competi- 
tion has not the general scope that is usually attributed to it. It 
onH' obtains between individuals placed in exactly similar circum- 
Rtanres. In other words, it operates within small areas, and is 
inoj»cralivc ns between one area and another. This theory of non- 
competing groups helps to throw some light upon the pcr.sistcnt 
inequality shown by wages and profits. 

In France the most prominent reprcsentatis’c of political 
economy during the Second Empire was Michel Chevalier, a disciple 
of Saint-Simon. He nevertheless remained faithful to the Classical 
Irndilion of Say and Itossi,' his predecessors at the College dc France. 
He waged battle with the socialists of 1848, made war upon Protec- 
tion, and had the good fortune to be victorious in both eases, sharing 
v.’ilh Cobden the honour of being n .signatory to the famous com- 
mercial treaty' of 18C0. lie realised the important place that rail- 
ways svotild some day occupy in national economy', and the great 
possibilities of an engineering feat like the Suez Canal. He svas also 
alive to the importance of credit institutions, which were only at the 
commencement of their useful career just then. * Although con- 
nected wit!) the Liberal school, he was not indifferent to the leaching 
of the Saint-Simoninns on the importance of the authority and 
functions of the State, and he impressed upon the Government the 
neecssily of paying attention to labour questions — a matter to which 
Knpo!ef)n III was naluralK' somewhat averse. Every subject whicli 
be handles is given scholarly and eloquent treatment. 

About the same lime CourccUc-Scmuil published a treatise on 
political economy which was for a long lime regarded as a standard 
v,-ork. Scncuil sens a champion of pure science — or “ philology,’' 
ns lie. called it, in ortlcr to distinguish it from applied science, to 
which he gave the name “ ergonomy,” For a long lime he was 
regarded ns n kind of ponliff, and the pages of the Jorirml di-$ J^ror.o- 
mlftrf hear csndcnce of the chastisement which he bestowet] upon 
any of the younger svriters who tried to shake off his authority. 
Thir svas the time when Maurice Block was meting out the same 
treatment to the iww German school in those bitterly critical articles 
wltich appeared in the same journtd. 

* 8,!!-v Urre Isre cnlv I-'vn Imir ,7. l!. 5-,v, Hn-n, 

Ci.evaiif T jvatl awTali'i V son-iii-Uiv. M, Tael Tlw hlrityry of tlif 

c!'A!t i- R f*.!- ratnro.sry of !}ac hhiory of Fwndi wnarnics. 

» Tfi? rewl rarions I'ock, p'^rhsp-'. tra.* Dt h P.r.tttr aV TOr, n tltlr 

thni ft p!wl (.V-tl of ftrr.vcjnrat dvriat: the P.tter Ivslf of the ninelecatb 

r'-ntun-, hut which provoJi jorarwlm of s prophecy »fter all. 
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It is to be regretted that y^e cannot credit France -with the Prids 
de la Science iconomique et de ses Principales Applicaiions, •which 
appeared in 1862. Cherbuliez, the author, was a S'wiss, and was 
professor first at Geneva and then at Zurich. Cossa, in his Eisioire, 
speaks of it as “ undoubtedly the best treatise on the subject published 
in France,” and as being “ possibly superior even to Stuart Mill’s.” 
Cherbuliez belonged to the Classical school. He -was opposed to 
socialism, and •wrote pamphlets d la Bastiat in support of Liberal 
doctrines and the deductive method. But, like the ^lills before him, 
and Walras, Spencer, Laveleye, Henry George, and many others 
who came after, he found it hard to reconcile private property -with 
the indi-vidualistic doctrine, “ To each the product of his labour.” 
He reconciles himself to this position merely because he thinks that 
it is possibly a lesser e-dl than collective property. 

The Liberal school had stOl a few adherents in Germany; although 
a serious rival was soon to make its appearance. Prince Smith (of 
English extraction) undertook the defence of Free Trade, pointing out 
“ the absurdity of regarding it as a social question,” and “ how much 
more absurd it is to think that it can ever be solved other than by 
the logic of facts,” Less a doctrinaire than a reformer, Schulzc- 
Delitzsch, about 1850, inaugurated that movement which, notwith- 
standing the gibes of Lassalle, has made magnificent progress, and 
to-day includes thousands of credit societies; though up to the 
present it has not benefited anyone beyond the lower middle classes 
—the small shopkeeper, the -well-to-do artisan, and the peasant 
proprietor. 



BOOK IT: THE DISSEKTEB8 

WtTiJ Basliat economic Lii)cralism, Ihreatcned by socialism, sougiit 
precarious refuge in Opliinism. WiOi .Mill the older doctrines found - 
new expression in language scientific" in its precision and cht':sical 
in its bwiuty. 

It really sccnicei as if political economy had reached its final 
stage and llial there could be no further excuse for prolonging our 
Eurvey. 

But just ivhen bilicraiisni seemed most Iriumiiiiant and the 
principles of the science appeared definitely settled there sprang up 
n feeling of general dissatisfaction. Criticism, which had suffered 
a temporary check after 1S4S. now reasserted its claims, and wilfi a 
dclcrminalion not to tolerate any further interruption of its task. 

The reaction sliowcd itself most prominently in Germany, wlicrc 
the new Historical school refused to recognise the boundaries of the 
rcicnec as laid dOv.-ii by the Kngtish and lYcnch economists. The 
atmosphere of nhslraelions and gcncr.aiis.ations to svlucJi they lind 
confined it was nltogctlicr too stifling. It demanded new contact 
with life — with the life of the jmst no less than that of tlic present. 
It was weary of the empty fnmicwork of general Icmis, It was 
athirst for facts and the exercise of the power.' of observation. With 
nil the ardour of youth it wa.s prepared to challenge all the tr.ndi- 
tional conclusions and to rcfonniilatc the science from its very base. 

So much for the doctrine. But there was one thing which rras 
thought more ohjectionahlc than, even the Classical doctrine itself, 
and that was the Liberal policy with which the science had foolishly 
become implicated, and wliich must certainly be removed. 

In addition to such critics ns the above tlicrc arc al.^o the vrritens 
who drew their inspiratian from Christianity, and in the name of 
clmrily, of mor.nlity, or of religion itself, uttered their protest against 
optimism and laissez-faire. Intervention again, so tentatively pro- 
posed by Sisnmndi. m.akcs a Iwld demand for v. icier scope in view 
of the pressure of Koeial problems, anti under the name of Slate 
Socialism hecomc.s a dcfiniich' formulated doctrine. 

Socinlisna which Beybaud Mieved dead after IStP. revived in 
its turn. M.arx’s Kapi'.ai. published in 18G7, is Ure coniplctol and 
nmsl jxiwrrfu! c.\j>o.silion of .socialism Hat we h.avc. It i.s no 
longer n pious nspiratitm. but a new arid a Ecirtitific doctrine ready 
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to do battle witJi tbe champions of the Classical school, and to con. 
fute them out of their own mouths. ” 

None of these currents is entirely new. Book H hfL<; shown ns 
where they ori^nated, and their beginnings can be traced to the 
earlier critical writers. 

But we must not forget the striking difference between the ill-fated 
doctrines of the pre-1848 period and the striking success achieved 
by the present schuol. Despite the sympathy shown for the earlier 
critics, they remained on the whole somewhat isolated figures. Their 
protests were always individualistic— Sismondi’s no less than Saint- 
Simon’s, Fourier’s no less than Owen’s. Proudhon and List never 
seriously shook the public confidence in Liberalism. Now, on the con- 
trary, Liberalism finds itself deserted, and sees the attentton of public 
opinion turning more and more in the direction of the new school 

The triinnph, of course, was not immediate. Many of the doc- 
trines were formulated between 1850 and 1875, but victory was de- 
ferred until the last quarter of the century. But when it did come it 
was decisive. In Germany history monopolised the functions of eco- 
nomics, at least for a time. Intervention has only become imiversal 
since 1880. Since then, also, collectivism has won over the majority 
of the workers in all industrial coimtries, and has exercised very 
considerable influence upon politics, whUe Christian Sodalism has 
discovered a way of combining all its most fervent adherents, of 
whatever persuasion, in one common faith. 

The advance of this new school meant the decline of the Classical 
doctrine and the waning of Liberalism. Public interest graritated 
away from the teaching of the founders. But in the absence of a new 
and a definite creed, what we find is a kind of general dispersion of 
economic thought, accompanied by a feeling of doubt as to the 
validity of theory in general and of theoretical political economy in 
particular. The old feeling of security gave place to uncertainty. 
Instead of the comparative unanimity of the early days we have a 
complete di'v'^ersity of opinions, amid which the science sets out on a 
new career. 

In the last Book we shall find that certain eminent writers have 
succeeded in renewring the scientific tradition of the founders. But 
every coimection with practical politics had to be removed and a 
new bodv of closely knit doctrines had to be created before social 
thinkers could have this new point of view from which to co-operate. 
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CHAPTER I:. THE HISTORICAL SCHOOL AL^D 
TILE CONFLICT OF METHODS 

The second half of the nineteenth century is dominated by Historical 
ideas, though their final triumph was not fully cslablishcd until 
the last quarter of the century. Tlic rise of these ideas, however, 
belongs to a still earlier period, and dates Irom 1848, when there 
apneared a small v nhime b y Hosehcr entitled Wc shall 

have to return to that date if we wish to understand the ideas of the 
school and to appreciate their criticisms. 

The successors of J. B. Sav and Hicardn g ave a neir riilip_to the 
abstract tendency of the science by reducing its tenets to a small 
number of theoretical propositions. The problems of international 
exchange, of the rate of profits, wages, and rent, were treated simply 
as a number of such propositions, expressed with almost mathematical 
precision. Admitting their exactness, wc must also recognise that 
they are far Irom being adequate, and could not jiossibly afford an 
explanation of the different varieties of economic phenomena or help 
the solution of the many practical problems which Uic development 
of industry presents to the statesman. But McCulloch, Senior . 
^ Storch. Rail . Gamier .^ and llossL the immediate successors of 
■ Ricardo and Say in England and France, repeated the old fonnuhe 
without making any important additions to tlicra. The new 
system of political economy thus consisted of a small number of 
quite obvious truths, having only the remotest conhcction with 
economic life. It is true that Mill is an exception. But the Principlrr. 
dates from 1848, which is s ubsequen t to the foundation of the 
Historical school. IVith this c.xccplion we may say, in the words of 
Schmollcr, that after the d.iys of Ad.itn Smith ixiiitical economy 
secmsTo'lTavc suffered from an attack of nmem ia.* 

Toynbee gives admirable cxprcssiori to tins "belief in his article 
on Iliairdo and ilic. Old Palidojl Economy:* "A logical artifice 
became the accepted picture of the real world. Kol that Ricauio 
himself, a benevolent and kind-hcnrfcd man, could have wished 

' Joseph Gamier, who laus*. no*, bo coatu^oil ■with Germain Gamier, 
trawilalor of Smith’s work?, published the first edition of his Etlr^.rr.U d'f cc'r,r,- 5 iV 
f-oliUgnt in IS-t.S. From 1S4S up to his death in ISSl he was chief editor of the 
Jtntmal da- /Hcnnorniflrf. 

• G. Scliinolli'r, Z/ur LiUcrcl’styr.ic.hifJ'Je d'l urj 

tLeiprin, 188S). Tiic expression will br found in his study of P.-oicLer. 

• A. Toynbee, Tht /ndurtrval UrwJuiK'n. 
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or supposed, had he asked himself the question, that the -gorid 


of his treatise actua lly vras the 'world he lived-in j but he uncon- 
sciously fell into tliS habit of regarding laws which irrere those 
only of that society which he had created in his study for pur- 
poses of analysis as applicable to the complex society really 
existing around him. And the confusion was aggravated by some 
^of his followers and intensified in ignorant popular versions of 
his doctrines.” In other words, there was a striking divergence. 
^ between economic theo ry and concrete economic reality, a diver- 
gence that was becoming wider every day, as new problems arose 
P^nd new classes were being formed. But the extent of the gap was 
J^best realised when an attempt was made to apply the principles of 
j^the science to countries where the economic conditions were entirely 
different from those existing either in England or in France. 

This^ divergence between theor y and reality might conceivably 
be narrowed in one of two ways. 'A more harmonious and a more 
comprehensive theory might be formulated, a task which Menger, 
Jevons, and Walras attempted about 1870. A still more radical 
STiggestion was to get rid of all abstract theory altogether and to 
c onfine the science to a-s imnle description of economic phenomena . 
This was the method of procedure that was attempted first, and it is 
the one followed by the Historical school 

Long before this time certain writers had pointed out the dangers 
of a too rigid adherence to abstraction . Sismondi — an essentially 
^ storical •writer — ^treated political economy as a branch of m oral 
sci ence whose separation from the msdn trunk is only partial , and 
insiste d upon stud 3 ing eco nomic phenomena in connec tion with their 
proper en^ironment.^ He criticised the general conclusions oT 
■ Bicardo and pleaded f or a closer observation of fa cts.^ List .s howed 
.himself a still more -violent critic, and, not content with the con- 
demnation of Ricardian economics, he ventured to extend his stric- 
tures even to Smith. Taking nationality for the basis of his system, 
he applied the comparative method , upon which the Historical 
school has so often insisted,® to the com mercial po licy of the Classical 


' It is curioTis that the Historians never refer to Sismondi as one of the 
pioneers of historical study. Rosoher and Hildebrand never mention him at 
all, and Knies only thinks of him as a socialist (cf. Die KationaJohemtmie vem 
hisiorischen Stamlpunh, 2nd ed., p. 3-22). 

* Even list did not escape criticism at their hands. Hildebrand thinks that 
he -was infected with the atomic -views of Adam Smith and never showed himself 
sniHciently conscious of the ethical nature of society. “List seems to think that 
the entire subordination of pri'vate intei^t to public utility is dictated by custom, 
and even by private interest -when properly understood, but ha never regard* 
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s dioo l ; but history was still employed nicreh* for the p’!q>''''' o! 
illusi ration. ]‘'innllj', socialists, especially the Saint-Simonians whose 
entire system is siTnpK’_one_.vast j>hilQsopliy of liistorj*, had shown 
the impossibility of isolating economic from political and juridical 
phenomena, with which they arc always intcrminf;lcd. 

But no author as yet had deliberately sought cither in historj- or 
in the obsciwation of contemporary facts a means of rcconstnic-ting 
the science as a whole. It is Just here that the orininalitv of th.e , 
German school lies. 

^ Its work is at o!icc critical and constructive . On the critical side 
Vi'c have n profound nnd .suggc stivc, thou rrli not alwayZ-XUllst. anrily-h 
of the princinle s and mc tliods of tlic older cennornists, wlule its 
constructive efforts gave new scope to the science, extended 'lie 
range of its ob scr^-ations, and ad ded t o the cmrijdgxityj^f.i t'>,p,n ■ h] e u’ s 
Gencr.ally spcatcinj^ it is not a diflicull task to give an exposition 
of the .eritical ideas of the school, as we find them set forth in several 
books and articles, but it is by no mc.'ins easy to delineate the con- 
ceptions underlying the positive work. Though implirit. in nil their 
writings, these conceptions are nowlicre explicitly slated ; whenrvrr 
they have tried to define them it has always hwn, rus llwir di' dtdes 
willingly admit, in a vagucand contradictor}* fashion,' To add furt her 
to the difTietiHy. each author defines them a fter his own f iulimn. but 
claims that his definition rcprc.scnts the ideas of ths whole rch.o-oL- 
In order to avoid useless repetitions niu! di‘CTi>.-,ions without 
number wc shall begin ssilh a r.a]nd r.urs'cy of th.' outward devrl'm- 
nient of the school, following with o rirurnf of il-s.critie.al work, 
nltemiiting, finally, to seixe hold of its conception ot inc r.nturc nntj 
object of j>olitic.al economy. From our point of vicwtlic lart-n.omrd 
object is by far the most inlcrc .ting. 


I: TIIK OBIGIN AND DICVKI.OPMBNT 
OF Tills IIISTOHIC.AB .SrilOOI. 

Tin; honour of founding the sclitK’l undoub'.edly b-lcarr to 
Willicliii Homelier, a Gottingen prof('r;'or, wlm puMidird a ivv.p 
entitled Gnttidrirs ru For/r t.rig;-.*! vln- die a/r r,.;rA 

prschichtUchrr Mfthmlrrn IStri. In the pre fj^cc to ihnt su-.rJl v.'durr.e 



u fep II jiul'lir tliUy ri'in;; c;n ct it.- irry nitv 
l)i' .Va.'K'r-'i'rf". Cj’.'/'sewrf ti-.-J g 
rtnni.lj'O’at of t!:- r.-l; !•».■)- 

' .See, err.-i-y ct!.j*r». 7'Jr.j IT-l-.-r'* srii'-f 

{ 5 . Ips], nj-.rj jx Tr,*- fr.'tt-'-i:'.'- 

lUklrlirand get their dee jr.fr-i ct eritif.tn. 


cf-t ..ei-y fHeklrr-a-i. 

!•!'/.. jv Ta.} Fr-'.e it,- fd.'.ti' 

i.a ^ .hj*.'; ' f -T It''?, 
>j t rrn cM'-of-'h'r, Kr.i- s- i 
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he mentions some of the leading ideas -which inspired him to under* 
take the -work, which reached fruition, in the celebrated Sysiem der 
Vollcsrvirtschaft (1st ed., 18o4r). He makes no pretence to any - 
thing beyo nd a study of economic history. “ Our aim ,” says he, 
“ is simply to des^be what people have -wished for and felt iiT' 
matters economi^to describe the aims they have followed and the 
successes the y achieved — as well as to give the reasons wh-y such 
aims were chosen and such triumphs won . Such research can only 
be accompl ished if we keep in dose touch -with the other sciences of 
national life, -wilh legal and politick history, as well aa with the 
history of civilisation.” f Almost in the same breath he justifies an. 
attack upon the Bicardian school. He recognises that he is far 
from thinking that his is the only or even the quickest way of attain- 
ing the truth, but thinks that it -will lead into pleasant and fruitful 
quests, which once undertaken will never be abandoned. 

What Roscher proposed to do was to try to complete the 
current theory by adding a study of contemporary facts and opinions. 
and, as a matter of fact, in the series of volumes which constitute 
the System, every instalment of which was received -with growing 
appreciation by the German world of letters, Roscher was merely 
content to punctuate his exposition of the Classical doctrines -with 
many an erudite excursus in the domain of economic facts and ideas.* 

Roscher referred to his experiment as an attempt to apply the 
historical method - which Sa-vigny had been instrmnental in intro- 
d ucing rrith such fruitful resul ts into th e study of junsprudenc e.* 
But, as Karl ^fenger * has well pointed out, the similarity is only 
superficial. Savigny employed history*- in the hope of obtaini ng 
some light up on the org anic nat ure and the spontaneous origin of 
ex isting iniritutions . ^"avowed object was to prove their legiti- 
macy despite the ra dical pretensions of the Rationalist reformers of 
the eigbtppnth century. Roscher had no such aim in -view! 3e 
vras himself a Liberal, and fully shared in tl ^ reforming zeal. 
History with him serve d merely to illustrate th eory, to supply 
rule s for the guidance of the, statesman or to foster the g rpwtb .of 
what he called the political sen s.e. 

' "Schmoller thirfcTtbarRosSer’s work might justly be regarded 

‘ Gnindriis, preface. 

* Knies is of the same opinion- He remarks that Roscher’s work rimply 

means " a completion of historiography rather than a correction of political 
economy.** (Hie tom p. 35.) 

* GrvndrUt, preface, pp. iv-v. 

‘ UrSersuchur^ai Uber dit Meihode. der Sosialiciuemchafien undder PoUtitcinn 
OtJxmmit inibtxondert. (Leipzig, 1883.) 
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OS on attempt to connect the teaching of political economy vdtli 
the “ Cameralis t ” tradition of EevcntecntTi- and ciphtccnth-ccntnrj^ 
Cerrnany.^ lliesc Cameralists were engapred in t'---’ '.■"•M 
of administration and finance to students wl o ■ r *■? '.r 

lives in administrative work of one kind or another, and thcynaUirnlly 
took good care to keep ns near actual facts as jxjssibic. Even in 
England and France political (conomy soon got involved in certain 
practical problems concerning taxation and commercial legislation. 
But in a country' like Gennany, which was industrially much more 
backward than cither England or France, there problems wore a 
very different aspect, and some correction of the Classical doclrines 
was absolntcly necessary if they were to bear any relation to the 
realities of economic life. Roschcr’s innovation ^Tns .l b.!i_outcC!aie t 
pf a pcd.: ir"^g'c rather ttinr) pf a purclv f-cjcntifie dc.man d, imd };■' v.t.s 
instrumental in reviving a university tradition rather than in creating 
a new scientific movement 

In 1848 another German proferror, Rnrno Hildebrand, put 
forward a much more ambitious programme, and bis /),v Xaliar.ch 
Shonomic der Grf<cnu'(irt xind Zjthitift shovrs n much more fundamental 
opposition to the Classical school. History , he tlioupht. would not 
merel y vitalise and perf ect the science, but might even help to re- 
create it altogethcrT liildebrand pornts tojFiHrvlaies^f Ute mcth.o<l 
wh en applied to the s cience of language. Ilcnecl^orth cconoavies w.an 
t o become the .science TilrTiorinr^ e v c I o p me n f . * 

In the prospectus of the JaliroiiU{rrJur~Xii!i()ru!i.lor,or}ijr tfod 
Slalistif;, founded by him in 18C.8, llildchrn'id goes n step f;.rthcr. 
He challenges the teaching of the Cl.assic.al economists, cspccirdly on 
the question o f n a t i q p aLccop oaii eJawy, and he oven bl.amcs Ro'ch>-r 
because he had ventured to rccogni'e their existence.* He <5id i.r-t 
seem to rc.alise that n dcriinl of ih.at kind involvrfl She undoing of nil 

• Pc!in\i>!'rr. c>7. For forlhcr infurrrr.tion 0 ''.ar-'\'r.;r.c tl-c (Vf.-r?.!;!;* 

rce tier tiy M. Oarkra. Hrrg»r r.r.-.i F.r!',rrri!-r.' 

sl'n conaret Ito'clicr with Heerrn, Gcrrinis--. nod t),-: o'.r.-r cf Gegir,- 

par whodariag tb" iir?! qa.srtcrof tbt’nxncrr'nrhor'nrerTiri'-d fo {'•-.•r. ! ac-.-r-c 
cif jv)!i!ir-! iijmrs ft giT.'-.r.al rlirdr cf IJ'!ory. no-"-!,*-,- I st! *;rr;>ri } ry ; ; -r 
then), nr.d hi” nita is in rvrry rcsf-'ct fiiaiJr.r to th'-rs. 

• In the ivilrodHc'.’oa, p. S', he ecctarc' St'.s! tb' aVi'c', rf !/» sr.-tVri "!c> 
open 0 way for an r'.'rn’i.riiy Id-frcric-'l rtar.dp-'ar in p'!;*.’;-?' r '; r "n-.r tr ! in 
(rrin*forrr the feience cf pe!il!r.*.t r-r-actr-y into t» t-s-'r c! c'-rr.'c"-"* d'-sbac wh.- 
tho fciinoraic tl'-rclopcKat cf r.r.tiaa’'^" 

• Fvea r.o'-cheT had eratared to Tsr tt.st th.-y rs-'r" * cf rs 

nritare. Tiii" i' how he cscree'c.'' hi* T;fw~ t* riO'.'r*: cf JTrd.f rc-r t f c 

the real Bits ef 'v.TJjicd <c* r.err.y in th-e Jr.'.fllr} r-; /c* »: »*;. 

.FfafirfiT-, vcL I. jv ) : “ Keenf'e-.i- rr'-er'c r.*cr5 a"! rr'ea-r'. r'.cd *' ■ 
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economic science and the complete overthrow of those “ laws oi 
.development.! ’ which he believed were henceforth to be the basis of 
the science. 

But Hildebrand’s absolutism had no more inflr[py)pt. than 
B-oscher’s eclecticism, unless we make an exception- of his generalisa- 
tion concerning the three phases of economic development, which 
he differentiates as follows s ^he period of natural economy, that of 
money economy, and-finally tha0 t)f credit. Beyond that he merelv 
contented himself with publishing a number of fragmentary studies 
on special questions of statistics or history, without, for the most 
part, making any attempt to modify the Classical theory of produc- 
tion and distribution. 

The critical study of 1848 hinted at a sequel which was to embody 
the principles of the new method. But the sequel never appeared; 
and the difficult task of carrying the subject farther was entrusted 
to Harl Ehies, another professor, who in 1853 published a bulk}' 
_ treatise bearing the title of Political Economy from the Historical 
Point of VietD.'^ But there is as much divergence betw een his 
views and those of bis predecessors as there is between Roscher’s 
and Hildebrand’s. He not only questions the existence of natural 
laws, but even doubts whether there are any laws of development 
at all — point Hildebrand never had any doubts about — and thinks 
that aU we can say is that there are certain analogies presented by 
the development of different countries. Knies cannot share in the 
belief of either Hildebrand or Roscher, nor does he hold with the 
Classical school. He thinks that political economy is simply a 
histor}' of ideas concerning the economic development of. a nation at 
H different periods of its growth. 

Knies’s work passed almost unnoticed, i gnored by historian s.and 
economists alike, until the younger Historical school called attention 
to his book, of which a new edition appeared in 1883. Knies makes 
frequent complaints of Roscher’s neglect to'cohsiucr his ideas. 

Such heroic professions naturally lead us to expect that Knies 
would spare no effort to show the superiority of the new met hod. 

unchangeable, identical laws amid the moltiplicitT o! economic phenomena. 
Its task is to show how humanity has progressed despite all the transformations 
of economic life, and how this economic life has contributed to the perfcctionoi 
mankind. Its task is to follow the economic erolntion of nations as well as of 
Lnmanitv as a whole, and to discover the bases of the present economic civilisa- 
tioa as well as of the problems that now await solution.” • 

» The exact title of the ‘Irst edition was Di? Poliiurhe. Odioronic vom StiiuL 
pvnhSi der gadhichUicJim Hdhoit. A second edition appeared in 18S3 with a 
slightly different title. Our quotations are taken from the second edition. 
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But his subsequent works dealing witla money nnd credit upon •.^hicb 
his real reputation rests, bear scarc'-lv a trac e of the I ligleri cal • t.irit. 

The three founders of the science devoted a great" deal of time 
to a criticism of the Classical method, but failed to agree as to tiiC 
aim and scope of the science nnd left to others the task of applying 
their principles. 

This task was attempted by the newer Historical iclioni, which 
sprang up around Schtnollcr towards the end of 1870. Tiiis new 
scliool possesses two distinctive characteristics . 

(1) The useless controversy concerning ‘economic iaw.s which 
Hildebrand and Knics had raised is abandoned. The members of the 
school arc careful not to deny the existence of natural soci.'d Iaw.s or 
uniformities, and they considered that the scarcli for these \vas the 
cliicf object of the science. In reality they arc economic dtter- 
mmists. " We know now,” say.s Schmoller,' “ that ;».-vchicai carna- 
tion is something othe r than mechanical, but it t)cars the ?a;ii e u 
^mp p X-nerTSsity7* Wiiat Hicy uo deny is tiial these haws arc 
discoverable by Classical mctliods, nnd on this point they agree with 
every crilieism made by their prcdccc-s'ors. 

As to the possibility of formulating ** the iasrs of dcvflop i nent '* 
upon which Hildebrand laid such stress, they professed thrin.' ehr'-. 
very sceptical, ** We have no Imowkd'tc of the law;; t. f history,., 
nlthoiigli we sometimes s peak of economic nnd statistical Inw.s,” * 
WTitcs Sclimoller. ” \S'c canno t.” he regre tfully says later. ”cvrn ‘ 
sa y whether t he ecpnpmic_ ]ifc of h umanit y poercssc.s any ele ment , 
of unity o r shows any traces of unif onu dev elo pment, or w lo th'-r 
it is m.nking fo r progress at nil. ” * Tiiis verj' chnrnf:tcri<-trc pa^ .-.ge 
from Schmollcr was written in ISKH,* and fonns the condmum 


* Spluiiyller, GruKdru! drr yclhfjr<r;r'J..if:;’(:.r(, vo!. i, p. 107 (if'-.'tl. 

* /6a/.. Toi. i, p. 103. * /.’ d,. 7r,;. H, p. ca;., 

* All hisSoriftai, bowcerr, are no: e-iUiSly t- rp;j;.sl. A'l.'cv in hii pri f-.p-So 

Kt.yU.'h Et't^nanie lliflrnjtt'nd TAr'^j,' writer ni follows; ''.Uw; ! '■/‘.rry ef 

foo.iCty, in fpite et npje.rrnt rctri>;err:-";oa', rrv<.\!? r.n rwl rh «kvr! ; ewf.:. 
fo tlirre Im been f.n orderly dcvrlopa-.m; in tb" i.ijtcry cf r. i.-.t rt'.a i.-.v- 
thought, nnd t!ipr<,f( rc in th<-y b.iTp eos.-ctwe.- tb" e- -a 

ride of life." And Itifrrwn, in l;b !h-: ./ /‘dj.'i-w.' 

tint "An we have rcore thr.n cnee indjest'-v,, an pr.r. cf lie of 

life is tiint of dewclopmcat — in other wend*, cf erds:?-': ebw.e-’. .•.ci st..-: 
furh ft dcvdoprncat tnkn^ jil.-.ce in !!:<.' cerv'.iruden w\:t.r'.,r. of m 

al! ite c'rniratj is a f-set which c.*.nnot l»: dml vsl. , . . 11;'.: t!.-:? <z:'\ 
Itelwren the forcrr.l rexpi.-i! e/c;n'-n?’ fjeh relstw-nx a.-: r, ni - th' rf (~:t 

i-ienirri; invoire or determirse !Ue c-f anad.'r i- t jasSy p'-.(ri; .-.t ' c;.; 

rh'’ a-.!!u' of a'vWl.Wil Lairs rheulv! ir:- d-!i;rd to rr : "il. - - t 

t le tcii'-p !i!'d .nee .-.'inn it !« <r'y in r..^. Th--* i.'.'e-. '>• 'rr 
of the roa‘!n)eiion of an al-.v.rsrt r! '-'ry ff rror-nnwr df vr',.-j .P. g A.) 

e.». r' 
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of the, great sjmthetic treatise. AH attempts at a philosophy of 
history are tr^ted TOth the same disdain.^ 

(2) The newer Historical school, not content merely with advo- 
cating the use of the Historical method, hastened to put theory 
into practice. Since about 1860 German economists have shown a 
disposition to turn away from economic theory and to devote their 
\ entire energy to practical problems . _sncin1ncnVAl s tiidiP<; and historical 
1 o r realistic research. The number of economic monographs has 
increased enormously. The institutions of the SGddle Ages and of 
antiquity, the economic doctrines of the ancients, statistics, ~the 
economic organisation of the present day, these are some of the topics 
discussed. Political economy is lost in the maze of realistic studies, 
whether of the present day or of the past. 

Although the Historical school has done an enormous amount of 
S^viOTh we must not forget that historical monojgraphs were printed 
before their time, and that certmn socialistic treatises, such as 
y Marx’s Ka-piial,_& te really attempts at historical synthesis. The 
,^‘^ecial merit of the school consists in the imp ulse it gave .to systemati c 
■ .^stu dy of this desc ription. The result has been a renewed interes t 
jn hist oiy. and in the development of economic institutions " TTe 
^ cannot attempt an account ^ all these works and their varied 
contents. We must remain satisfied if we can catch the spirit of 
the movement. The names of Schmoller. Brentano. Held. BQcher. 
and Sombart are known to every student of economic history. 
S frrsball.tt he greatest of modem theorists, has on morcTEah one 
occasion paid them a glo wing tribute .* 

The movement soon left Germany, and it was speedily realised 
that c onditions abroad were equally favourab le, for its work. 

By the end of 1870 practical liberalism had spent its forc e. But 
^new problems were coming to the front, especially the labour ques- 
tion. which demanded immediate attention.® Classical economists 

' Schmoller thinks that the science in the 'present stage of development, 
while it cannot be prevented from attempting a philosophy of history, is much 
better employed in. building up simple scientific hypotheses with a view to 
gauging the future course of development than in getting hold of “absolute 
truths.” 

. * Marshall, Principles, Appendix A. 

* Its influence has been noted by Toynbee in his article on Eieardo and 
(he Old Political Economy. “It was the labour question, unsolved by that 
removal of restrictions which was all deductive political economy bad to ofier, 
that revived the method of observation. Political economy was transformed 
by the working classes.” Elsewhere he adds: “ The Historical method is often 
deemed conservative, because it traces the gradual and stately growth of our- 
venerable institutions ; but it may exercise a precisely opposite influence by 
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had no solution to offer, and the new study of economic institutions, 
of social organisation, and of the life of the masses seemed to be tie 
only hopeful method of gaining light upon the question. Com- 
parison with the past was exp ected to lead to a better understanding 
of the present . The Histoi^l The^od seemed to social rclormer^-"'^ 
to be the one instrument of progress, and a strong desire loTsome'^'* 6.' 
p ractical result fo stered belief in it. \Micn we rememb^'' the ■ • 
prestige which German science has enjoyed since 1871, and the success ■ - > 
of the Germans in combining historical research with the advocacy 
o f State Soc ialism, we can understand the cnth7rsiasfn'~^nrwhi3) 
the method was greeted abroad. 

Even in England, the stronghold of Ricardian economics, the 
influence of the school becomes quite plain after 1870, 

Here, as elsewhere, a controversy as to the method employed 
manifests itself, Coirncs i n his work The Character and Logical 
Method of Political Economy (1875 ^), writing quite in the spirit of the 
old Classical authors, strongly advocates the cmplo\Tncnt of the 
deductive method . In 1879 Cliffc Leslie, in liis Essays on Political 
and Moral Philosophy, enters the lists against Caimes and makes use 
of the new weapons to drive home his arguments. The use of 
induction rather than deductio n, the constan t necessity for kerping 
econonaics j n living, t ouch with other socia l sdcnccs, the relative 
character of economic laws, and the cmplo^uncn t of history ns 
means of interpretin g economic phenome na, are among the argu- 
me^ adopte^~nhd developed by Leslie. .To\mbcc, in las fjeclnres 
an the Indusindl ' RdFolidionT^avc utterance to similar dews, but 
showed much greater moderation. While recognising the claims of 
d Mnetinn h e thought that history and obsc^ation would give new- 
life and lend a practical interest to economks. The Tcmofehcss*hnd 
unfeallty of~the Ricardian school constituted its greatest weak- 
ness, and social reform would in his opinion greatly benefit by the 
introduction of new methods. Toynbee would undoubtedly have 
exercised tremendous influence; but his life, full of the brightest 
hopes, was cut short at thirt y. • 

TThc lead had been given ; the study of economic institutions 
and classes was henceforth to occupy a permanent position -in 
English economic writings, and the rcmarlmblc work.' wliich have 
since been published, such os Cunningham’s Grordh of English 
Industry and Commerce, Ashley’s Economic History, the Webbs* 

showing tho gross inju-'tico which was tilinilb* perpctr.ilc-d dii.ring !hi? growl 
{ftvhtyrhl Itti'JuUon, p. 5S.) 

* The first edition appeared in 1857. 
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Trade Unionism and Industrial Democracy, Booth’s Life and Lahout 
of the People, bear witness to the profound influence exerted by the 
new ideas. • . . 

In France the success of the movement has not been quite so 
pronoimced, although the need for it was as keenly felt ther e. 
Although it did not result in the founding of a French school of 
economic historians, the new current of ideas has influenced French 
economic thought in a thousand ways. In 1878 political economy 
became a recognised su bject in the various curricu la of the Faculty 
de^^Drpit. The intimate connection between economic study and 
the study of law has given an entirely new significance to political 
economy, and the science has been entirety transformed by the 
infusion of the historical spirit. At the same time professional 
historians have become more and more interested in problems of 
economic history, thus bringing a spirit of healthy rivalry into the study 
of economic institutions. . Several Liberal economists also, without 
breaking with the Classical tradition, have devoted theirenergies to the 
close observation of contemporary facts or to historical research.^ 

Finally, we have a new group of workers in the sociologists. 
Sociology is i nterested in the origin and growth of social institutions 
of all kinds and in the influence which they have exerted upon one 
another. After '^udying institutions of a rehgious, legal, political, 
or social character ' it Is only natural that they should ask that the 
study of economic institutions should be carried on in the same 
spirit and with the help of the same method. This object has been 
enthusiastically pursued for some time. The mechanism and the 
.organisation of the economic system at fliffereni periods have been 
closely examined by the aid of observation and history'. ALctracHon- 
has been laid aside and a preference shown for minute observation. 
and for induction rather than deduction,* . 

n ; THE CRITICAL IDEAS OF THE HISTORICAL SCHOOL 
Among so many writers whose works cover such a long period of 
time we can hardly expect to find absol ute unanim ity', and we have 

^ We would specially mention Levasseur’s excellent work, Hisknrt dei 
Classes ouvrieres en France (first edition, 1867). 

- More especially we must mention the group of workers associated with 
M. Hurkheim and the Anrii sociologique. * But it would be a great mistake to 
confuse the two methods, the Historical and the Sociologicak See Sumand, 
MUtiodc histcrique el Science sociale, in the Revut de Syrdhise hidoriyut, 1903. 
See also La 51 Rhode ‘positive en Science iconomiqiit (Paris, 1 91 2), which coniainB a 
sUidy of the methodological problems presented by political economy. 
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already had occasion to note some of the more important divergencies ‘ 
between them, especially those separating the newer from the older ; 
writers of the Historical school. We cannot here enter into a full 
discussion of all these various shades of opinion, and we must be 
content to mention the more important features upon whicli they 
are almost entirely at one, noticing some of the principal individual 
doctrines by the way. 

^e Ger man Hi storical scho ol m ade its dcf>rd.„wilh a criticism 
of Classical econom ics, and we cannot better begin than with a study 
of its critical ideas.^ 

Although these ideas had already found expression in the writings 
of Knies, Hildebrand, and Roschcr, there was notlung like tlic dis- 
cussion which was provoked by them when the newer Historical 
school, at a much later period, again brought them to public notice, 
llie publication of Karl Jlengcr’s work, Untertuchungen fiber die 
Melhode der Socialwissenschaften, in 1883 — a classic both in style and 
matter — ushered in a new era of active polemics. Tliis remarkable 
work, in which the author undertakes the defence of pure political 
economy against the attaclcs of the German Historical school, 
was received with some amount of ill-feeling by tlic members of 
that school,* and it caused a general scarcliing of hearts during tlic 
next few years, Wc must try to bring out the essential elements 
in the discussion, and contrast the arguments advanced by the 
Historians until the replies offered by their critics. j 

Broadl y sp eaking, three charges arc levelled at the Classical 
writers, (i^ It is pointed out t hat th eir belief in Uic universality 

of th ei r doctrines is not easi ly justified. (ii) T licir.. psYcholor:y is \ 

said to be too crude, based as it is simply upon egoism... , (iii) Their. 

*”Tliere is one asjwcl of the critical work of flic German echool wil!i vhicli 
wc Lave not dealt in this bool: — namely, the criticism of Some of 

the members, e.gf. Hildebrand, have insisted on the ethical criterion, but none 
of them share in the optimism of cither Smith or Bestiat. The omph.-iy-s laid 
upon relativity made this quite impossible. But all (he more eniiiicat wri'.frs 
have remained faithful to the Liberal teaching of the found'n-. See Hilde- 
brand’s confession of faith at the larginning of vol. i of the Ja-brbsj'-brr /(> 
NaliorMlsHorMnie, 1603, vol. i, p. 3, And nlthough Fomeof them. e.p. Brenlano 
and Schmollcr, fccra to be connected with the new current of idea? (hat pave 
rise to State Socinli'-m, the association waa quite accidental- Thor never coa- 
eidcred it an organic part of their te.aching, and (hey made no very original 
contriimtion to that part of the study. Their connection with economics cju-t 
always depend upon the light which they have thrown upon (be quertion of 
method. 

’ Cf. Schmoller’s account of Mengcr'e work pabUBhed in the Jcbrltjch in IF'-f. 

The article apjrears also in the volume entitled 2ttr Z-ii.'fraiurj;cs{Jiicr.te dcr Siccu- 
vnd SoiiithLitKnt'haJ'.’n (18SS). 
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or rather »abuse. of the deductive method is s aid t o be yrhollv 
review these charges seriatim. ‘ 

The BQstorians held that the greatest sin committed by Smith 
and his followers was the inordinate stress which they laid upon the 
universality of their doctrines. Hildebrand applies the term “ univer- 
salism ” to this feature of their teaching, while Khies refers to it as “ ab 
solutism ” or,“ perpetualism.” The belief of the Anglo-French school, 


according to their version of it, was that the economic laws which they | 
had formulated were operative everywhere and at all times, and that ! 
the system of political economy founded upon them was universal ' 
,m its application. The Historians, on the other hand, maintained 
that these laws, so fa r from being categorically imperative, should be 
rega rded always as being subject to change in both theor^'^ and practice . 

■mth reg ard to practic,e . A uniform code of economic 
legislation cannot be indifferently applied to all countries at all 
epochs of their history. An attempt must be made to adapt it to 
the varied conditions of time and place. The statesman’s art 
consists in adapting principles to meet new demands and in invent- 
ing solutions for new problems. But, as Menger points out,' this 
obvious principle, which was by no means a new one, would have 
met with the approval of Smith and Say, and even of Ricardo 
himself ; ^ although they occasionally forgot it, perhaps, especially 
when judging the institutions of the past or when advocating the 
universal adoption of laissez-faire. 

The second idea, namely, that economic theory and economic 
laws have only a relative value, is treated with even greater emphasis, .. 
and this was another point on which the older economists had gone 
wrong. Economic laws, unlike the laws of physics and chemistry, 
with which the Classical writers were never tired of comparing them, 
have neither the universality nor the inevitability^ of the latter, Knies 
has laid special stress on this point. “ The conditions of economic 
life determine the form and character of economic theory. Both 
the process of argument employed and the results arrived at are 
■ products of Wstorical development. The arguments are based 
upon the facts of concrete economic life and the results bear all the 
marks of historical solutions. The generalisations of economics 
are simpty historical explanations and progressive manifestations of 
truth. Each step is a generalisation of the truth as it is known 


. 1 Cf. }&engCT,loc. cil.,pp. 130 dee^. Marshall's ironical remark is vcrj- apposite 
here : “ German economiste have done good-service by insisting on this claas of 
consideration, but they seem to be mistaken in supposing that it was overlooked 
by the older English economista.” {Principles. Book I, chap. G, note.) - 


Critical Ideas 


391 


Bt that particular stage of development. No single foniiula and no 
collection of such formula: can ever claim to be final.” ^ 

This paragraph, though somewhat obscure and diffase, as is often ' 
the case with Knies, fexprcsscs a sound idea which other economists 
have stated somewhat differenll}', by saying that economic law s' 
PTC at once provisional and conditional . They arc pro^-isiona l in 
the sense that the pro gress of history continually gives ris£ lo. new 
facts of which existing theories do not ta ke sufficient account. 
Hence the economist finds himself obliged to modify the formula: 
with which he has hitherto been quite content. They are conditional 


in the sense that economic laws are only true so lqng£^,other 
ci rcumstances do not hinder their action. The slightest change in' 
the conditions as ordinarily given might cancel the usual result. 
Those economists who thought of their theory as a kind of final 
revelation, or considered that their predictions were absolutely 
certain, needed reminding of this. 

But ICnies is hopelessly wong in thinking that this relativity is 
enough to separate the laws of economics from the laws of other 
sciences. Professor Marshall justly remarks that chomicil and 
physical laws likewise undergo transformation whenever new facts 
render the old formula; inadequate. All these laws arc proi-isional. 
'riiey are also hypothetical in the sense that they arc true only in the 
absence of any disturbing cause. Scientists no longer consider these 
laws as inherent in matter. They arc the product of man’s thought 
and tliey advance with the development of his intelligence.* They are 
nothing more or less than formula: which conveniently express the 
relation of dependence that exists between different phenomena ; 
and between these various laws as they are framed by the human 
mind there is no difference except a greater or lesser degree of proof 
which supports them. 

Mliat gives to the laws of physics or chemistry that larger amount 
of fixity and that greater degree of certainty which render them 
altogether superior to economic law as at present formulated is a 
greater uniformity in the conditions that give rise to them, and the 


’ Ivnies, loc. eit., pg. 21-2r>. Arbloy (lives an unausinknWe eipre/’-iojj tv 
the satae opinion in his lliflori/. *' Political economy is not a bwly of ch.5olutclr 
Irne doctrines, revealed to the world at the end of the last and the k enning of 
the present century, bnt a naniltrr of njorc orlc-v vnluabie theori'^ find ganeraliv.- 
tions. . , . Modern economic theories, therefore, arc not imivcrfrdiy tree ; tb''y 
nro true neither for the past, when the conditions they pa^tulatc did not cii*'t. 
nor for the future, when, unless society liecoroc'' stationary, the couditioo wii! 
have changed.” (Preface.) 

• Sec Karl I'carton, The Gramnar o/ Srtcncr. 
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Fact ttat their action is often -measurahle in accordance ■svith 
mathematical prindpte.^ 

Not only has Knies exaggerated the importance of his doctrin e 
of relativity ,^ hut the imputation that his predecessors bad fa ihd 
tfa realise the need for it was hardly deserved. We shall have to 
refer to this matter again, jylill’s i^rinciples ^as already published, 
and even in the Logic, which appeared for the first time in 1843, and 
several editions of -which had been issued before 1853, the year when 
Knies writes, we meet with the following sentence : * The motive 
that suggests the separation of this portion of the social phenomenon 
from the rest ... is that they do mainly depend at least in the first 
resort on one class of circumstances only ; and that even when other 
circumstances interfere, the ascertainment of the effect due to the 
one, class of circumstances alone is a sufficiently intricate and 
difficult business to make it expedient to perform it once for all 
and then allow for the effect of the modif\'ing circumstances.”- 
Consequently sociology, of which political economy h simply a 
branch, is a science of tendencies and not of positive conclusions. 
Nobetter expression of the pnnciple of relativity could ever be given. 

Notwithstanding ail this, modem economists have come to the 
conclusion that the criticisms of the Historical school are sufficiently 
well founded to justify them in demanding greater precision so as 
to avoid those mistakes in the future. Dr. Marshall, for one, adopts 
liEH’s expression, and defines an economic law as “a statement of 
economic tendencies. ” * 

Even the founders of pure p olitical economy , although tHeir 
method is obviously very different from that of the Historians, have 
taken similar precautions . They expressly declare that the con- 
clusions of the science are based upon a certain number of preliminary 
hypotheses deliberately chosen, and that the said conclusions are 
only provisionally true. “Pure economics,” says Walras, “has to 
borrow its notion of exchange, of demand and supply, of capital 
and revenue, from actual life, and out of those conceptions it has to 

* Staiahall, Prir-cipliS, 4th ed., Book I, chap. 6, § 6. 

What we say about the mathematical method does not imply any criticism 
of the ^ilathematical method in political economy. To establish mathematical 
relations between economic pbenomena, ns Walras and his school did, and to 
deduce economic conclusions from general mathematical theories are two 
diSerent things. 

* Knies employs the differences there set np in order to deny that economic 
laws have even the character of national laws. The new Historical school docs 
not go quite ro far, as wc shall see pre.'ently, 

^ Chap. 4, “ Of the Logic of the Jtoral Sciences.” 

* Prir^^ipJes,. Book I, chap. 6, | 6. 
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build the ideal or abstract type upon which the economist exercises 
his reasoning powers.” * Pure economics studies the effects of com- 
petition', not under the imperfect conditions of an actual market, 
but as it would operate in a hypothetical market where each 
hldividual, knowing his own interests, would be able to pursue them 
quite freely, and in full publicity. The conception of a limited 
area wnthin which competition is fully operative enables us to study 
as through a magnifying-glass the results of aliypothesis that really 
very seldom operates in the economic life of to-day. 

We may dispute the advantages of such a method, but we cannot 
say that the economists ever wished to deny the relativity of a 
conclusion arrived at in this fashion. 

Wliile willing to admit that the Historians have managed to « 
put this characteristic in a clear light just when some economists 1 
were in danger of forgetting it, and that it is a universally accepted i 
doctrine to-day, w'e cannot accept ICnics’s contention that it affords \ 
a sufficient basis for the distinction between natural and economic 
laws. And such is the opinion of a large number, if not of the 
majority, of economists.® 

The secon d ch arge is_Jeyelled ^against the narrowness and 
insufiiFicncv of the psycholoirv . Adam Smith treated man as a 
being solely dominated by considerations of sclf-intcrcst and com- 
pletely absorbed in the pursuit of gain. But, as the Historians 
j ustly point out, personal interest is far from being the sole motive , 
even in the economic world. Ihe motives here, os elsewhere, nje 
e xtremely varied ; vanity, tlic desire for glory, pleasure afforded by 
t he work itself, the sense of duty, pitv. benevolence, love o f kin, or 
simply custom.® To sa}' that man is always and irremediably 
actuated by purely selfish motives, says Ivnics, is to deny flic 
e.'dstence of any belter motive or to regard man os a being having 
a number of centres of psychical activity, each operating indepen- 
dently of the other,* 

We cannot deny that the Clnssicail writers believed that 
‘‘ personal interest ” — not in the sense of egoism, which is the name 
given it by Knics, and which somewhat distorts tiieir view — held Uic 
key to the significance and origin of economic life. But the claims 
of the Historians arc again immoderate. Being themselves chiefly 
concirncd with concrete reality in all its complexity of being, and 

' Wnlras, L'mtwmic pettfu/uc ji'are, 

' .'?onio authora would not admit coinptetc iv^'iitiiljition j r.y, Wagner 
(GrumlUjunj, vol. i, p. .OSo). 

• ,‘^chinolior especially imista on this point. 


* Kales, op. ci!„ p. 23. 
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with all its distinctive and special featraes rather than its general 
import, they forgot that the primary~aun of -political economy is 
to study economic phenomena en masse. The Classical econom ists 
s tudied the crowd, not the individnaL If vreneglect the differences 
that occasionally arise in special cases, and allow for the personal 
equation, do we not find that the most constant motive to action is 
Just this personal desire for well-being and profit ? This is the 
opinion of Wagner, who on this question of method is not quite in 
agreement with other members of the schooL In his suggestive study 
of the different motives that influence economic conduct he definitely 
states that the only motive that is reaUy constant and permanent in 
its action is this seK-interest. “ This consideration,” he says, “ does 
something to explain and to justify the conduct of those writer^who 
took this as the starting-point of their study of economics.”^ 

But having admitted this, we must also recognise, not that they 
denied the changes occasionally undergone by self-interest under the 
pressure of other motives, as Eni^ suggests, but that they have 
neglected to take sufficient account of such modifications. Scine- 
' times it reaUy seems as if they would “ transform political economy 
into a mere natural history of egoism,” as Hildebrand says. 

We can only repeat the remark which we have alread3' made, 
namely, that when this criticism was offered it was scarcely justified . 
Stuart sen had drawn attention to th is point in his Losic ten years 
previously.® “ English political economist, like his countrymen 
in general, has sddom learned that it is possible that men in conduct- 
ing the business of selling their goods over the counter should care 
more about their ease or their vanify than about their pecuniary 
gain,” For his own part he ventures to say that “ there is perhaps 
no action of a man’s life in which he is neither under the immediate 
nor under the remote influence of am* impulse but the mere desire 
of wealth.” ® 

it is evident that iliU did not think that self-interest was 
the one unchangeable and universal human motive. Much less 
“ egoism,” for, as we have seen in the previous chapter, his “ egoism ” 
includes a conside^ble admixture of altruism. 

But here again the strictures of the Historians^ though somewhat 
exaggerated, have forc ed econ omists of other schools to be more 
precise in their statement The economists of to-day, as MarshaO 
remar ks, are con cerned “ w ith man as he is ; no t wit h an abstract 
OT * economic ’ man, but a man of t iesh and blood.” * Aad_l£_t^e 

- * A. Wsgner, Grur-il^un-j. § 67. * Vol. ii, p. 502. 

* Logic, toL ii, p. 497. * Principles. Book I, cliap. 5, | 9. 
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^economist, as Marshall points out, pays special attention to the desire 
for gain among the other motives vrhich influence human beings, 
this is not because he is anxious to reduce the science to a mere 
“ natural history of egoism,” but because in this world of ours money 
is the one convenient means of measuring human motive on a large 
scale.^ Even the Hedonists, j ghoge economics rest upon n calculu s^ 
pf pleasure and pain, arc careful to no t e that the ir hvpothcsisjsjust 
a useful simplificat iono f concrete reality , and that such simplification 
is absolutely necessarj’ in order to carry the analysis of economic phe- 
nomena as far as possible. It is an abstraction — imposed bj' neces- 
sity, which is its sole justification, but an abstraction nevertheless. 

It is just here that the final reproach comes in, namely, the charge 
of abusing the employment of abstraction and deduction, and greater 
stress is laid upon this count than upon cither of the other two. 

]^ste,ad of dcdtiction t he new school would substitute inductio n 
based upon obsers^atio n. 

Their criticism of t he deductive method is closely connected wit h 
their attack upon the psychology of the older sch ool. The C lassical 
economists thought, so the Historians tell us, that all econom ic 
l aws could be deduced by a simple process of rea soning from one 
f undamental princip le. If we consider the multiplicity of mot ives 
a ctually operative in the economic world, the insufTicicncv of thi a 
d octrine becomes iriimcdintely apparent. The result is not a 
faithful picture, Imt a caricature of reality. Only by patien t 
d bserv^on and careful induc ti on can we hone to b uil d up an 
e conomic theory that shall take full account of the complexity of 
economic p henomena. “There is a new future before politic.a! 
economy,” writes Schmollcr in 1883, in reply to a letter of Monger. 
“ thanks to the use that will be nmde of the historical matter, 
both descriptive and statistical, that is slowly accumulating. It 
will not come by further distillation of the abstract propositions of 
the old dogmatism that have already been distilled a hundred times,”* 
The younger school cspcciallj' h.as insisted on this ; and Monger 
has ventured to say that in the opinion of the newer llisloric.al school 
the art of abstract thinidng, even when distingnished by profundity 
and originality of tlie highest order, and when b.osed upon a foundation 
of m'dc experience in a word, the exercise of Ih.at gift whicli h.as in 
other scicncc.s resulted in ■srinning the highest honour for the thinkers 
— seems to be of quite sccond.arj* importance, if not ahsohitcly worth- 
less, as compared with some cl.alKjrato compilation oroth'-r.” * 

‘ Mnr-slisll, Prir^iylu, Uool: I. riinp. § T. 

* 2’ r IAUcralurg''T!-.{c?J^, p. -it’. 

• Un'f rSVcJ-'-ir.ffrr, fjifr dir Mtihoi'. p. git'. 
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But the CTticism of the Historical school confuses two tbings, 
namely_._ the particular use ¥h!rib'tS'e Classical writers have made oj 
the abstTact"deductiri~metbod. and the methoXi^glL" 

< No one will de^ that the aassicaT^ters oftei^started vrith 
insufficient pmnis^. Even when the premisS*^Se correct, thev 
were too ready to think and not careful enough to prove that their 
conclusions were alwaj-s borne out bv the facts. No one can defend 
their incomplete analysis, their hastj’- generalisations, or their 
ambiguous fonnulse. ^ 

^ But this is very different from denying the legitimacy of abstr ac- 
tion and deduction. To isolate a whole class of motives with a view 
to a separate examination of their effects is not to deny either the 
presence or the action of other motives, any more than a study of 
the effect of gravitation upon a solid involves the denial of the 
action of other forces upon it. In a science like political economy, 
where experiment is practically impossible, abstraction and anah'sis 
afford the only means of escape from those other influences which 
complicate the problems so much. Even if the motives chosen were 
of secondary importance, the procedure would be quite legitimate, 
although the result would not be of any great moment. But it is 
of the greatest service and value when the motive chosen is one, 
like the search for gain or the desire for personal satisfaction, which 
exercises a preponderant influence upon economic action.® 

So natural, we may even say so indispensable, is abstraction, 
if we are to help the mind steer its way amid the complexity' 
of economic phenomena, that the critidsm of the Historical school 
has done nothing to hinder the remarkable development which has 
resulted from the use of the abstract method during the last thirty 

The English economists, even the most eminent, are often mistaken, says 
Wagner {Grun'Havr^, chap. 4, | 4), bnt their errors are not to be impnted to 
their me'thod so much as to the use they make of it. And Menger, who so ensr- 
gsticaliy undertook the defence of deduction, farther undertakes to renew the 
Qassici theories. Economic, theory, savH he, as constituted by the Englis^ 
CSsssical school, has not succeeded in giving us a satisfactory science of economic 
laws (Menger, he. ci!., p. 15). * 

* CL Menger, loc. cit., p. 79 : “The student of pure mechanics do^ not deny 
the existence of air or friction, any more than the student of pure mathematics 
denies the existence of real bodies, of Eurfaces, and lines, or the student of pure 
chemistry denies the inSuence of physical forces or the physicist the presence 
of chemical factors in actual phenomena, eithougb each of these sciences only 
considers one side of the real world, making an abstraction of every other aspect 
of it. Nor docs the economist pretend that men are only moved by egoism or 
that they are Ldallible and omniscient because they envisage social life from 
the point of view of the free play of individual interest nninSuenetd by other con- 
siderations, by sin or ignorance.” Wagner and Marshall lake the same ticw. 
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years. But, although the Neo-Oassical school has succeeded in 
replacing the old methods in their position of honour once more, it 
no longer employs those methods in the way the older vrriters did. 
A more solid foundation has been given them in a more exact 
analysis of the needs which personal interest ought to satisfy.* And 
the mechanism of deduction itself has been perfected by a more 
rigid use of the ordinary logical forms, and by the adoption of 
mathematical phraseology. 

Happily the controversy as to the merits of the rival methods, 
which was first raised by the Historical. school, has no verj' great 
interest at the present moment. Most eminent economists consider 
that both are equally necessary. There seems to be a general 
agreement among writers of different schools to consider the question 
of method of secondary importance, and to forget the futile contro- 
versies from Viuch the science has gained so little. Before conclud- 
ing this section it may be worth while to quote the opinion of men 
who represent very different tendencies, but are entirely agreed with 
regard to this one subject, “Discussion of method,” says Pareto, 
" is a pure waste of time. The aim of the science is to discover 
economic um'formities, and it is always right to follow any path 
or to pursue any method that is likely to lead to that end.” * “ For 
this and 'other reasons,” says Marshall, “ there always has been, 
and there probably always will be, a need for the existence side by 
side of workers with different aptitudes and different aims. . . . All 
the devices for the discoverj’^ of the relations between cause and 
effect which arc described in treatises on scientific method have to 
be used in their turn by the economist.” * 

These writers generally employ the abstract method. Let us now 
bear some of the Historians, Schmollcr is the author of that oft- 
quoted phrase, ‘•Induction and deduction arc both necessary for 
the science, just as the right and left foot arc needed for walking.” * 

More remarkable still, perhaps, is the opinion of Biicher, an 

* So great ia Iho respect for psychology among the dcducHvc v, Titers of to-day 
that it has been enggeated that the Austrian Bchool shonld be knovm as the 
Psychological school. Wo can say that they have done much more in this 
direction than Iho Historical school. 

• Afanmie di Ecotwmia pMica, p. 2-} (Milan, IDOD). 

• Prineiplu, 4tb cd., Book I, chap. 3. 

* flandirCrinbuch der Stoalftr'iSfnfcJiaJtfn. In his (7nin(fri.'> we read : “The 
TTriters who figure ns ropre?eatntiTC« of indnctlvc research in recent Oeminn 
economics are not opposed to the practico of deduction .as sudi, but they do 
believe that it is too often based upon enporficial and msafacirnt principles and 
liinf other principles derived from a more exact observation of facts might verj 
ivcll 1)? sulratitutcd for these." ' Everyone would subscribe to this view. 
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author to whom the Historical school is indebted for some of its 
most valuable contributions. , “ It is therefore a matter of great 
satisfaction that, after a period of diligent collection of material, the 
economic problems of modem commerce have in recent times been 
zealously taken up again and that an attempt is being made to 
correct and develop the'' old system in the same way in which it 
arose, with the aid, however, of a much larger store of facts. For 
the only method of investigation which will enable us to approach 
the complex- causes of commercial phenomena is that of abstract 
isolation and logical deduction. The sole inductive process that can 
likewise be considered — ^namely, the 'statistical— is not sufficiently 
exact and penetrating for most of the problems that have to be 
handled here, and can be employed onlj’^ to supplement or control.” ^ 

ni: THE POSITIVE IDEAS OF THE HISTORICAL SCHOOL 
What made the criticism of the Historians so penetrating was the 
fact that they held an entirely different view concerning the scope 
and aim of economics. Behind the criticism lurked the cormter- 
theory. Nothing less than a complete transformation of the science 
would have satisfied the founders, but the younger school soon 
discovered that so ambitious a scheme could never be carried out. 
It is important that we should know something of the view of 
those older writers on this question, and the way they had intended 
to give effect to their plans. The positive contribution made by the 
Historical school to economic study is even more important than 
its criticisms, for it give s a clue to an entirely different point of 
view with which we are continually coming into contact in our 
stud y of economi^octrines . 

The study of economic phenomena may be approached from tw o. 
opposite standpoints, which we may designate the mechanical and ! 
Che organic. The one is the vantage-ground of those thinkers who love 
generalisations, and who seek to reduce the complexity of the economic 
world to the compass of a few formula ; the other of those writers who 
are attracted by the constant change which concrete reahty presents. 

The earlier economists for the most part belonged to the former 
class. Ami d all the wealth and variety of economic phenomena 
they confined thdr attention almost entirely to those aspects that 
could be explained on simple mechanical principles. Such were the: 
problems of price fluctuations, the rate of interest, wages, and rent, i 
Production adapting itself to meet variation in demand, with no ^idei 
» Die Enisichung der YolhsmrUchall, Dr. Wickett’B translatioii. 
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\ save personal interest, looked for all the world like the intermolecular 
1 action of free human beings in competition with one another. The 
^simplicit}’- of the idea was not without a certain grandeur of its own. 

But such a conception of economic life is an extremely limited 
one. A whole mass of economic phenomena of the highest import- 
ance and of the greatest interest is left entirely outside. The 
phenomena of the economic world, as a matter of fact, are extremely 
v'aried and changeable. There are institutions and organisations 
without number, banks and exchanges, associations of masters and 
unions of men, commercial leagues and co-operative societies. 
Eternal struggle between the small tradesman and the big manu- 
factmer, between the merchant and the combine, between the 
peasant proprietor and the great landowner, between classes and 
individuals, between public and private interests, between town and 
country, is the conOhon feature of economic life. A .«tate rises to 
i prosperity again to fall to ruin. Competition at one moment makes 
f it superior, at another reduces its lead. A country changes its 
1 commercial policy at one period to reintroduce Ihc old regime at 
I another. Economic life fulfils its purposes by employing different 
\organs that ore continually modified to meet changing conditions, 
land are gradually transformed as science progresses and manners 
(and beliefs arc revolutionised. 

j Of all this the mechanical conception tells us nothing. It makes 
no attempt to explain the economic differences which separate 
nations and differentiate epochs. Its theory of wages tells us 
nothing about the different classes of work-people, or of their well- 
being during successive periods of historj', or about the legal and 
political conditions upon which that well-being depends. Its theory 
of interest tells us nothing of the various forms under wliicli interest 
has appeared at different times, or of the gradual evolution of 
money, whether metallic or paper. Its theory of profits ignores 
the changes which industry has lyidcrgonc, its concentration and 
expansion, its indi\'idualistic nature at one moment, its collective 
trend at another. No attempt is made to distinguish between 
profits in industry or commerce and profits in agriculture. The 
Classical economists were simply in search of those universal and 
permanent phenomena amid which the //omo ceconomicti-g most readily 
betrayed his character, 

Tiie mechanical view is evidently inadequate if we wish to 
delineate concrete economic life in all its manifold activity, \Vc 
arc simply given certain general results, which afford no clue to the 
concrete and special character of econormc phenomena. 
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The weakness of the mechanical conception arises out of the 
fact that it isolates man’s economic activity, but neglects bis enviion- 
ment. The economic action of man must influence his surroundings. 
The character of such action and the effects which follow from it' 
differ according to the physical and social, the political and religious 
surroundings wherein they are operative. A country’s geographical 
situation, its natural resources, the scientific and artistic training ol 
its inhabitants, their moral and intellectual character, and even 
their sj’^stem of government, must determine the nature of its 
economic institutions, and the degree of well-being or prosperity 
enjoyed -by its inhabitants. Wealth is produced, distributed, and 
exchanged in some fashion or other in every stage of social develop- 
ment, but each human society forms a separate organic unit, in 
which these functions are carried out in a particular way, giving, 
accordingly, to that society a distinctive character entirely its 
own. If we want to understand all the different aspects of this life 
we must make a study of its economic activity, not ^ it were in 
vacuo, hut in connection with the medium through which it finds ex- 
pression, and which alone can help us to understand its true natiue.^ 

This was the first doctrine on which they laid stress ; the other 
follows immediately. This social environment cannot be regarded 
as fixed. It is constantly undergoing some change. It is in process 
of transformarion and of evolution. At no two successive moments 
of its ejdstence is it quite the same. Each successive stage calls for 
explanation, which history alone can give. Goethe has given 
utterance to this thought in a memorable phrase which serves as a 
kind of epigraph to SchmoUer’s great work, the Grundriss. “ A 
person who has no knowledge of the three thousand years of history 
which have gone by must rfemain content to dwell in obscurity, 
living a hand-to-mouth emstence.” We must have some knowledge 
.of the previous stages of economic development if we are to imder- 
stand the economic life of the present. Just as naturalists and 
geologists in their anxiety to imderstand the present have invented 
hypotheses to explain the evolution of the globe and of lining 
matter upon it, so must the student of economics return to the 
distant past if he wants to get hold of the industrial life of to-day. 
“ Man as a social being,” says Hildebrand, “ is tbe child of civilisa- 

1 " Katioaal life, like every other form of existence, forms a vhole of which 
the different parts axe very intimately connected. Complete understanding 
even of a single aspect of it requires s careful stndy of the whole. Language, 
religion, arts and sciences, law, politics and economms mml all be laid under 
tribute.” (Rossher, Prirtciplis.) Cl also Hadebrsnd, Die -V aticncldlzir.omie def 
GegenwaH und ZtJntnft, p. £9. This is also Knies s thought. 
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lion and a product of history. Ills wants, his 7010110011181 outlook, 
his relation to material objects, and his connection with other 
human beings have not always been the same. Gcograph}' influ- 
ences them, history modifies them, while the progress of education 
may entirely transform them.” * 

The Historians maintained that the earlier economists by papng 
exclusive attention to those broader conclusions which had some- 
thing of the generality of pli^'sical laws about them had kept the 
science within too narrow limits. Alongside of theory as they had 
conceived of it — some Historians would .say instead of it — there is 
room for another study more closely akin to biology, namely, a detailed 
description and a historical explanation of the constitution of the 
economic life of each nation. Such is the positive contribution of 
the school to the study of political economy, and it fairly repre- 
sents the attitude of the present-day Historians towards the older 
economists. 

Their aim was a perfectly' natural and legitimate one, and at first 
sight, at least, seemed very attractive. But beneath its apparent 
simph'city there is some amount of obscurity, and its adversaries 
have thought that upon close analysis it is really open to serious 
objections. 

In the first place, is it the aim of the science to present us with 
an exact, realistic picture of society, ns tlie Historians loved to think ? 
On the contrary, do we not find that a study can onh’ aspire to 
the name of a science in proportion os its propositions become more 
general in their nature ? There is no science without gcncnih's.'ition, 
according to Aristotle, and concrete dc.scription, however indispens- 
able, is only a first step in the constitution of a science. A science 
must be explanatory rather than descriptive. 

Of course Historians arc not nlwaj*s content uith mere description. 
Some Historians have attempted explanation and have employed 
bislorj' as their organon. Is the choice a suitable one ? 

" History,” says .Marshall, “ tells of sequences and coincidences ; 
but reason alone can interpret and draw lessons from them.” * 

Moreover, is there n single important historical event whose cause 
has ceased to be a matter of discussion ? It will be a long time 
before people cease to dispute about the causes of the Reformation or 
the Revolution, and the relative importance of economic, political, 

* Die N ationaW:onimie dtr Oe.jenwrl vr,<l Ztiiw.fl. (>. 20. 

• /’rinc/plw. Book I, chap. -1. { 1. '‘Ili.slory,” fap Wagner (OVtjnitf /on;, 

§ 83), ■■may well nffirm fho cxistenc!; of caoasl or condifjnoal rclaticna. l.ii; it 
can nercr prove it.” ’ - 
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and moral influences in determining the course of those moveinents 
has yet to be assigned. The causes that led to the substitution 
of credit for money or money for barter are equally obscure. Before 
narrative can become science there must be the preliminary dis- 
covery by a number of other sciences of the many diverse laws whose 
combination' gives rise to concrete phenomena.^ Not history but the 
sciences give the true explanation. The evolutionary theory has 
proved fruitful in natural history simply because it took the succes- 
sion of animal species as an established fact and then discovercd 
that heredity and selection afforded a means of explaining that 
succession. But history cannot give us any hypothesis that can 
rival the theory of evolution either in its scientific value or in its 
simplicity. In other words, history itsefl is in need of explanation. 
It gives no due to reality and it can never take the place of 
economics.* 

The earlier Historians daimed a higher mission still for the 
historical study of political economy. It must not only afford 
an explanation of concrete economic reality, but it must also for- 
mulate the laws of economic development. This idea is only held 
by a few of them, and even the few are not agreed as to how it should 
be done, Knies, for example, thinks that it ought to be suffidently - 
general to include the economic development of all nations, Saint- 
Simon held somewhat similar views. Others, and among them 
Roscher, hold that there exist parallelisms in the history of various 
nations ; in other words, that every nation in the course of its 
economic development passes through certain similar phases or 
stages. These similarities constitute the laws of economics. If we 

^ History may, as a matter of fact, become explanatory, but only in a par- 
ticnlsr sense. In other words, although it cannot discover the genera! laws 
regnlating phenomena, it may show what special circumstances (whose genera! 
laws are already supposed to be known) have given rise to some event equally 
specialised in character. But every honest htstorian has to admit that such 
explanations are definitely personal and Enbjcctive in character. For a recent 
examination of these ideas from the pen of a historian see the profound yet 
charming introduction contributed fay Sleycr to the second edition of ldsGac!iicJile 
du AUt^ums. Cf. also Simiand, pp. 14-16. 

* Cf. Marshall, Frinciphs, Book L chap, e,""} 4, and especially Menger, 
UrUereuchvngcn, pp. 16-17 ; " We may be said to have historical knowledge of 
a particular phenomenon when we have traced its individual genesis, t.e. when 
we have succeeded in representing to ourselves the concrete circumstances 
among which it came into being, with their proper qnalifications, etc. Wo may 
be said to have a theoretical knowledge of some concrete phenomenon when 
we are enabled to envisage it as a particular instance of a certain law or regularity 
of sequence or coexistence, Le, when wc are able to give an account of the rait<m ~ 
d'tirc and the nature of its Existence as an exemplification of some general law.” 
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were to study their movements in the civilisations of the past we 
might be able to estimate their place in existing societies.* 

Neither point seems very clear. • Even if we admit that there 
is only one general law of human development we cannot forecast 
the line of progress, because scientific prediction is only applicable 
to recurrent phenomena. They fail just when the conditions are 
new. Of course one can always guess at the nature of the future, 
but divination is not knowledge. And predictions of this kind are 
almost always false.* Historical parallelism rests on equally shaky 
foundations, A nation, like any other living organism, passes through 
the successive stages of youth, maturity, and old age, but. we arc not 
justified in thinking that the successive phases through which one 
nation has passed must be a kind of prototype to which all others 
must conform. All that we can say. is that in two neighbouring 
countries the same effects are likely to follow from the same causes. 
Production on a large scale, for example, has been accompanied 
by similar phenomena in most countries in Western Europe. But 
this is by no means an inevitable law. It is simply a case of similar 
effects resulting from similar causes. Such analogies arc hardly 
worthy of the name of laws. The discovery of the law, as Wagner 
says,* may be a task beyond human power; and Schmollcr, as we 
have already seen, is of the same opinion. 

One remark before concluding. There is a striking similarity 

* A full exposition of this idea is given in his Orundrist, but Knica, in the name 
of the conception of n unique evolution, contests the view. 

• This is what M. Renouvier thinks of this conception : “ If wo proceed 
to ftsk another question in oddition to the difficult one already asked and inquire 
as to tho cirenraBtanew) under wliich different nations have advanced or declined 
in the path of goodness and of truth and transmitted their triumphs or their 
defeats to tho next generations, and if we support, ourselves in the quest by 
tho belief that wo already have Bomo knowledge of n scientifio law and conse- 
quently of the aim of human society (ibis kind of knowledge generally bop’nswith 
formulating such aims), we elmll find outrrives in tho position of a religious 
prophet who, not merely content with an inspired version of the truth, ami of tho 
destiny of mankind, proceeds to expound to his auditors tho necc-^sity under 
which both preacher ond auditors are comptdled to believe and to act in accord- 
anco with what will undoubtedly come to pass. Phiiosophical and rcligiour 
imagination eeeka in external observation the elements of o confidence which it 
can no longer place in itself. History becomes n kind of itLspiring divinity. I’.nt 
although the object of tho illusion is different its nature is still the same, for the 
new deity is ns little eficctivo as were the ancient ones in the opinion of fho«e 
who have no faith in it, and it only in.«pircs thofo who already believe." {Ir.Sro- 
djieiinK u la Fhihsoj-ihit croh'iijiie th rZ/i>!oirr, find ed.. vol. 1. p. ICl .) Ferg'e.n'j 
philosophy also contests the possibility of guersing what the future r.isy like 
from the character of the preeent. See capeeially Cunihr ZToaft-iton, 

’ Omridleg’-iny, p. 342. 
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DEtween the ideas just outlined and those of a distinguished philo- 
sopher whose name deserves mention here, although his influence 
upon political economy, was practically nil. We refer to Auguste 
Comte. 

It is curious that the earliest representatives of the school should 
have ignored him altogether, but just as Slill remained unknown to 
them, so the Cours de Philosophic positive, though published in 1842, 
remained a sealed book so far as thej’^ were conceined. Comte’s 
ideas are so very much like those of Knies and ffildebrand that some 
Positivist economists, such as Ingram and Hector Denis, have 
attempted to connect the Historical tendency in political economy 
with the Positive philosophy of Comte.^ 

The three fundamental conceptions which formed the basis of the 
teaching of the Historical school are clearly formulated by Comte. 
T he first is the importance of studying economic phenomena in 
connection with other so cial facts. The analysis of the indus tri al 
or economic nte ot society can ne^mr be carried on in the “ positive ” 
spirit by simply making an abstracrion of its intellectual, political, 
or moral Ufe, whether of the past or of the present.- The second is 
th e emplo yment of history as the organon of social science. “ Social 
research,’* says he, "must be based upon a sane analysis of the all- 
round development of the best of mankind up to the present moment, 
and the growing predilection for historical study in our time augurs 
well for the regeneration of political economy.” He was fully per- 
suaded that the method would foster scientific prediction — a feature 
which is bound to fuse all those diverse conditions which will form 
the basis of Positive politics. 

Comte wished to fotmd sociology, of wh ich political economy was 
to be simply a branch. The Historical school, and especially Knies, 
r^arded economics in the same spiri t. Hence the analofpes with 
which Ernies had to content himself, but which the younger school 
refused to recognise. But there was a fundamental difference 
between their respective points of view, and this will help us to 
distinguish between them. 

Comte was a believer in inevitable natural laws, which, accord- 
ing to the earlier Historians, had wrought such havoc. The 
Historical method also, as he conceived of it, was 'something very 
different from what the older or the newer Historical school took it 
to be. 

Adopting a dictum of Saint-Sunon, Comte speaks of the Historical 

‘ Cf. Ingram, Huionj of Political Economy, and Denis, its Sytlimta, 

* A. Comte, Cours, vol. iv, p. 198. 
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method as an attempt to establish in ascending or descending series 
the curve of each social institution, and to deduce from ils general 
outlines conclusions as to its probable gro'sTth or decline in the 
future. This is how he himself defines the process : “ The essen ce 
of this so-called historical spirit, it seems to us, consists in the rational 
use of what inaynbe calledlKe s6aal~senes method)"or7mr^ffief'wb^s, 
in thg~'due' appreciation ofTEe succcssism stages oiThuman develop- 
nient as reflected inli succession ofEIstoncarfacts^ Careful study 
of sucH~faets, whcther~physicali“ intcircctual, moral, or poUtieal, 
reveals a continuous growth on the one hand and an equally con- 
tinuous decline on the other. Hence there results the possibility 
of scientific prophecy concerning the final ascendancy of the former 
and the complete overthrow of the latter, provided always such 
conclusion is in conformity with the general laivs of human develop- 
ment, the sociological preponderance of which must never be 
lost sight of.” ' It was in \'irtue of this method that Saint- 
Simon predicted the coming of industrialism and thaC Comte, 
prophesied the triumph of the positive spirit over the metaphysical 
and religious. 

There is considerable difference between this attitude and the • 
Historical method as we know it,* and the attempt at affiliation seems 
to us altogether unwarranted. But the coincidence between Comlc'.s 
views and those of Knies and Hildebrand is none the less remarkable, 
and it affords a further proof of the existence of that general feeling 
which prompted certain writers towards tlic middle of the century 
to attempt a regeneration of political economy by setting it free 
from the tyranny of those general laws v/hich had nearly stifled 
its life. 

‘ Cours, vol. iv, p. :i28. 

• It is interesting lo Icam the views ot historians on this point. Meyer 
thinVai that the object of iiistory is not to discover the gentr-al law? of develop- 
ment, but to describe and explain particular concrete even’.® a® they sucewd 
one another. Such descriptions cun only be made in accordance with (ho nilcs 
of historical critioism, but esplnn.ation b nnlv possible with the aid of an-.h^-rr. 
"It is only by the use of analogy that the historian c.aa explain past evert!.', 
Mpcoially where there ore p.^ychological nrotives that require ainiyfif. Th" 
explanation thu-s given will ncctrsarily be of a subjective character, and fro’.n 
Its very nature somewhat problematic.'' Cf. Ed. Meyer. .■If.’eritur;.', 

Introdnclion. 2nd cd. JJ- 112 ft uq. There docs not seem to beany oer.nee- 
lion between this method and that of Auc, Comte. One t>oconi« rtill merv 
convinced of this after reading [..nnglols and tSoignoV>'<'B I ntn/hiftirm our /?(•; !(t 
hisioriquet or G. Monod's study in historical method in De h JfA'W-t dor^t 
le? ScicTvu (Paris, lt>09), or, fm.ally, tho numerous ariieh's th-aiing "*1111 shit 
quoatioa of metheyd which have app.-artd in the Bf.nr dt SyrM-fr. Hqv', 
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It seems to us, however, that the Historical school is mistaken 
if it imagines that history alone can agord an exp lanatioa of the 
present or will ever enable os to discover those speci al laws witich 
detmsiin^he’evolurion of nations. ~~ 

/ . Onthe other hafioClt'Sas a perfect right to demand a place beside 
ec onomic scienc e, and it is undoubtedly destinetito occupy a porition 
still more prominent in the study of economic institutions, in statis- 
tical invest igatio n, an^ above allTn economic histor^ Hoi 'only is 
a d etalledrdescription of the concrele life ofitie present of absorbing 
in terest in itself , but it is the condition precedent to all speculations 
co ncerning the futmr e^ The theorist can never SfforBTto^n^iect the 
minute observation of facts unless he wiUs that his structure shall 
hang in the void. Most abstract economists feel no heritation in 
recognising this. For example, Jevons, writing in 1879,^ gave it as 
his opinion that “in any case there must arise a science of the 


d evelopment of economic forces an d relations.” 

This newer historical conception came to the rescue j ustjyben the 
- science was about to give up the g host, and though they may have 
failed to give us th at synthetie reconstruction wtucfiT is^ after all, 
within the ability of very few writers, its advocates have succeeded 
'in infusing new life into the study and in stimulating new int erest in 
political economy by bringing it again into touch wifH~ (xmtemporary 


life. They have done this b}’’ throwin g new light upon the past and 
IB^giving us a detailed account of the more interesting ahd^more 


compiexphenomena of the present time.* Such work must neces- 
' sarily a fragmentary charac ter. The school has collected a 

3,woD derful amount of first-class material, b ut it has not yet erected 
-that palace of harmonious proportions to which we in our fond imagi- 
-^_^'Mtioh had likened the science of the future, Xor has it discover^ 
_>^,the clue which can help it to find its way through the chao^of 
>r^Nieconomic life. This is not much to be wondered at when we remem- 
*'^^erTE^sbortcomings of the method to which we have already had 
V occasion to refer. Indeed, some of the writers of the school seem 
^ fully convinced of this. Professor Ashley, in an article contri- 
buted to the Economic Journal, employs the following words:* 
“ A.S I have alreadj* observed, the criticisms of the Historical school 
have not led so far to the creation of a new political economy 

* Theory of PolHital Ecovjymy, preface to the second editaon, 1879. 

’ SobmoIIer’s Jo^rhuc.^ contains descriptive stndies of present-day commercial 
end indnstrial rindertakings which are veritable models. 

= Thi Prcsenl Potiihn of Poliiiail Eemorh'J, in the Economic Joumal, 1907, 
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on historical lines : even in Gennnny it is only srithin very recent 
years that some of the larger outlines of such an economics 
have begun to loom up before us in the great treatise of Gustav 
SchmoUer,” 

In view of considerations like these one might have expected 
that the Historical s chool would have shown greater indul gence to 
th e attempts madc^ bot h by the Classical andjb y the .Hedonistic 
schools to give by a different method expression to the same ins tinc- 
tive^Esire to simplify matters m order to understand them bcjtcr.* 


CHAPTER II: STATE SOCIALISI^I 

The nineteenth century opened with a feeling of contempt for 
government of every kind, and with unbounded confidence on the 
part of at least every publicist in the virtue of economic liberty 
and individual initiative. It closed amid the clamour for State 
intervention in all matters affecting economic or social organibiitiou. 
In every countrj’ the number of public men and of economists who 
favour an extension of the economic function of government is 
continually growing, and to-day such men are certainly in the 
majority. To some writers tlris change of opinion has seemed 
sufficiently important to warrant special treatment as a new doctrine, 
variously known as State Socialism or “ the Socialism of the Chair ” 
in Germany and Interventionism in France. 

Really it is not an economic question at all, but a question of 
practical politics upon wliich writers of various slmdes of economic 
‘ Wo have not the ncccKsaiy space in tliis volume to rote.- to the hi.--U>ry of 
statistics. This fcionce, though independent of puHticid i conomy, is, hov.rvcr, 
snob a powerful atudliaiy that its progre-ss has to eoino extent been paralir! 
with tl)c growth of economic.'!. During the last twenty years the methodr. of 
interpreting statistics (wo arc spe-aking men ly of observation) Laro been very 
con-sidembly improved. Tlio logical problems involved have been studied with 
rauoli care, and the application of mafberonties to these problem.''.h.'ir. proved 
verj' fruitful. Ko rtudent of the foeird Bcienccs can afford to neglect Kuch 
mathematical theories as those of combination, correlation, degree of error, etc. 
The hir.tory of stati-stics, which conlnin? many eminent namca from Qu"lc!cl 
to Karl Pearson, would certainly d'.."ervc a chapter in a Iwokfl'Vilsng with me thod, 
although there would Iw some risk of giving it too rlatistical a hi.-.?. We mu'-', 
rest content with referring the reader to Ddny Y-.ilo's IfJrcducHcn to l^.e Thr-.rr-^ c/ 
.Jta.'L'.’iV.t, which con.slilnle.s wlrnt is perhaps the bc.-t recent intrtxlueticn to th" 
discu-veion concerning the method to be employed in this tocial fcicnee, and form- 
an indispensable complement to the study of the problems eramined in th;; 
chapter. 
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opinion may agree despite extreme differences in their theoretical 
preconceptions. The problem of defining the limits of govern- 
mental action in the matter of producing and distributing wealth is 
one of the most important in the. whole realm of political economy, 
but it can hardly be considered a fundamental scientific question 
upon which economic opinion is hopelessly divided. It is clear 
- that the solution of the problem must depend not merely upon 
ptrrely economic factors, but also on social and political considera- 
tions, upon the peculiar concepfion of general interest which the 
individual has formed for himself and the amount of confidence 
which he can place in the character and ability of Governments.^ 
The problem is alwa3rs changing, and whenever a new Mnd of 
society is created or a new Government is established a fresh solution 
is required to meet the changed conditions. 

How is it, then, that this question has assumed such extravagant 
proportions at certain periods of our history ? 

Had the issue been confined to the limits laid down by Smith 
' it is probable that such passionate controversies would have been' 
avoided.^ Smith’s arguments in favour of laissez-faire were largely 
economic. Gradually, however, imder the growing influence of 
individual and political liberty, a kind of contempt for all State 
action took the place of the more careful reasoning of the earlier 
theory, and the superiority of individual action in matters non- 
economic became an accepted axiom with ever}’" publicist. 

This method of looking at the problem is very characteristic of 
Bastiat. The one' feature of government that interested him was 
not the fact that it represented the general interest of the citizens, 
but that whenever it took any action it had to employ force,^ 
whereas individual action is always free. Every substitution of 
State for indi^^dual action meant victory for force and the defeat 
of liberty. Such substitution must consequently be condenmed. 
Smith’s point of view is totally different. To appreciate this differ- 
ence we need only compare their treatment of State action. In 

' Dupont-White makes the remark Eomewhere that the State, strictly speak- 
ing, has only existed since 1789. It appears, then, that a State which is not 
constitution^, democratic, and liberal has none of the virtues of the true State. 
Such exclusion, although permissible in the publicist, is indefensible in the theorist 
or historian. 

» “ The distinctive character of the State merely consists in this necessity to 
have recourse to force, which also helps to indicate the extent and the proper 
limits of its action. Government is only possible through the interrention of' 
force, and its action is only legitimate when the intervention of force can br 
BUovra to be justifiable.” [Earmoniu, JOtb cd., pp. 652-653.) 
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addilion to protecting the citizens from invasion and from inter- 
ference with their individual rights. Smith adds that the sovereign 
should undertake “ the duty of erecting and maintaining certain 
public works and certain public institutions, which it can never be 
for the interest of any individual, or small number of indis'iduals, 
to erect and maintain ; because the profit could never repay the 
expense to any individual or small number of individuals, though it 
may frequently do much more than repay it to a great society.” ’ 
The scope is sulTiciently wide, at any rate. - If we turn to Bastiat, on 
the other hand, sve find that the Government has only two functions 
to perform, namely, ” to guard public security and to administer 
the common land.” * Viewed in this light, the problem of govern- 
mental intervention, instead of remaining purely economic, becomes 
a question of determining the nature, aims, and functions of the 
State, and individual temperament and social traditions play a 
much more important part than cither the operation of economic 
phenomena or any amount of economic reasoning. It is not sur- 
prising that some writers thought that the one aim of economics 
was to defend the liberty and the rights of the individual 1 

Such exaggerated views were bound to beget a reaction, and the 

defence of State action assumes equally absurd proportions with 

some of the wTiters of the opposite school. Even ns for back os 

1850 Dupont-White, a French writer, had uttered a protest ngaiusl 

this persistent depreciation of the State, in a short work entitled 

L'lndividu el V£lat. His ideas arc so closely akin to those of the 

German State Socialists that they have often been confused with 

them, and it is simpler to give an exposition of both at the same 

lime. But he was a voice crying in the wilderness. Public opinion 

under the Second Empire was verj' little disposed to listen to an 

individual lyho, though a Liberal in politics, was yet anxious to 

strengthen the power and to add to the economic prerogative of 

the Crown, More favourable circumstances were ncccssarv if there 
* * ^ 
was to be a change of public opinion on the matter. The times 

had ripened by the last quarter of the centurs', and the elements 

proved propitious, especially in Germany, where the rc.action first 

show’ed itself. 

The reaction took the form not so much of the creation of o 
new doctrine as of a fusion of two older currents, which must 'first 
be examined. 

During the course of the nineteenth centurs* we find a numLcr 

* ITfcl/A e/ yaU'nnf, I?aofc TV, cbaji. 9 ; Cannun'a <tJ., to!, ii. p. 1P5, 

* Ilarmonits, 10th cd., p. 550. 
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of economists who, while accepting Smith's fundamental conception, 
graduall}’^ limit the application of his principle of laissez-faire. The? 
thought that the superiority of laissez-faire could not be scientiBcalh 
demonstrated and that in the great majority of cases some form 
of State intervention was necessary. 

On the other hand, we meet with a number of socialists vfco 
prove themselves to be more opportunistic than th^ comrades, sno 
though equally hostile to private propertj’^ and freedom of produc- 
tion, yet never hesitate to address their appeals on behalf of t'be 
workers to existing Governments. 

State Socialism represents the fusion of th^e two currents. It 
surpasses the one in its faith in the wisdom of Governments, and is 
distinguished from the other by its greater attachment to tin 
rights of private property ; but both of them contribute some items 
to its programme. In the first place we must try to discover tie 
source of these separate tendencies, and in the second place watch 
their amalgamation. 


I ; THE ECONOl^nSTS’ CRITICISIil OF LAISSEZ-FAIRE . 
The doctrine of absolute laissez-faire was not long allowed to go 
unchallenged. From the time of Smith onward there is an un- 
interrupted sequence of writers — all of them by no means socialists 
— who ventured to attack the fimdamental propositions of the great 
Sccd:sman and who attempted to show that his practical conclusions 
were not always borne out by the facts. 

Smith based bis advocacy of laissez-faire upon the supposed 
identification of public and private interests. He showed how 
competition reduced prices to the level of cost of production, how- 
supply adapted itself to meet demand in a perfectly automatic 
fashion, and how capital in an equally natural way 'flowed into the 
most remunerative occupations. 

This principle of identity of interests was, however, rudely 
shaken by the teachings of Idalthus and Ricardo, although both ol 
them remained strong adherents of the doctrine of individual libertv, 

Sismondi, who was the next to interv'ene, laid stress upon the 
evils of competition, and showed how social inequality necessitated 
the 'submission of the weak to the will of the strong. His whole 
book was simply a refntation of Smith’s providential optimism; 

In Germany even, as early as 1832, that brilliant economist 
Hermann was already proceeding -with his critical analysis of the 
Classical theories; and after demonstrating how frequently indi* 
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vidual interest comes into conflict with public welfare, and how 
inadequate is the contribution w’hich it can possibly make to the 
general well-being, he 'declares his inability to subscribe to the 
doctrine laid down by most of Smith’s followers, namely, that 
individual activity moved by personal interest is sufiicicnt to meet 
all the demands of national economy. Within the bounds of this 
national economy^ he thinks there ought to be room for what lie 
calls the civic spirit {Gemcinsinn) as %vell. 

The next critic. List, bases his whole case upon the opposition 
between immediate interests, which guide the individual, and the 
permanent interests of the nation, of which the Gov'crnment alone 
can take account. 

Stuart Mill, in the famous fifth book of the Principles, refuses 
even to discuss the doctrine of identity of interests, believing 
it to be quite untenable. On the question of non-intervention 
he admits the validity of one economic argument only, namely, 
the superiority of self-interest os an economic motive. But he 
is quick to recognise its shortcomings and the exceptions to its 
universal operation — in the natural incapacity of children and 
of the weak-minded, the ignorance of consumers, the dilliculty 
of achieving it, even when clearly perceived, without the help 
of society as a whole, as in the case of the Factory Acts. Mill 
also points out how this motive is frequently wanting in modern 
industrial organisation, where, for example, wc have joint slock 
companies acting tlxrough the medium of a paid agency, or cTiarilnblc 
work undertaken by an individual who has to consider, not his own 
interests, but those of other people. Private interest is also fre- 
quently antagonistic to public interest, as in the case of the public 
supply of gas or water, where the indi\’idual cnlrcprcnair is influenced 
by the thought of a maximum profit rather than by considerations 
of general interest. In matters of that kind Stuart Mill was inclined 
to favour State intervention.* 

M. Chevalier, from his professorial chair in the College de France, 

‘ Hermann, StaalttrirtidMjllicht OnUrttichuv^tn, let cd., pp. 12-lS. 

* A similar idea is contained in LiltTltj, where it is stated that “tmde is a 
social act,” that the condiict of every mcrehant "comw within (he jnrirdictioa cf 
society," and that “ ns the principle of individnal liberty is not involw! in tlw; 
doctrine of Free Trade, bo neither is it in mey't of the questions which nrirc 
respecting the limits of that doctrine ; as, for example, what amount of public 
control is admissible for the prevention of frnnd by adultcratiaa ; how far r.'ini- 
tary precautions, or arrangementfi to protect worlqjcoplc employed in dan~errru« 
occupations, elionld bo enforced on cmploycra, . , . Bnt that they [people] may 
bo legitimately controlled for IhcEs ends is in principle oadeniablc,” (Chap. 5.J 
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extended his congratulations to Jlill upon his successful restoration 
of the legitimate duties of Governments.^ Chevalier thought that 
those who believed that the economic order could he set up simply 
by the aid of competition acting through personal interest were 
either illogical in their arguments or irrational in their aim*; , 
Government was simply the manager of the national organisation, 
and its duty was to intervene whenever the general interest was 
endangered. But the duties and privileges of government are not 
exactly those of the village policeman.® Applying this principle to 
public works, he points out that they are more or less State matters, 
and the guarantee for good work is quite as great when the State 
itself undertakes to perform it as when it is entrusted to a private 
individual. 

In 1863 Cournot, whose reputation was unequal to either Slill’s 
or Chevalier’s, but whose penetrating thought, despite its small 
immediate influence, is quite important in the history of economic 
doctrines, treats of the same problem in his Principes de la Thiorie 
des Richesses. Going straight to the heart of the problem, he asks 
whether it is possible to give a clear definition of this general interest 
— ^the economic opitmum which we are anxious to realise — and 
whether the system of free competition is clearly superior to every 
other. He justly remarks that the problem is insoluble. Pro- 
duction is determined by demand, which depends both upon the 
preliminary distribution of wealth and also upon the tastes of 
consumers. But if this be the case, it is impossible to outline an 
ideal system of distribution or to fix upon the kind of tastes that 
will prove most favourable for the development of society. A step 
farther and Cournot must have hit upon the distinction so neatly 
made by Pareto between maximum utility, which is a variable, 
undefined notion, and maximum ophelimity, “ the investigation ^ 
of which constitutes a clearly defined problem wholly within the 
realm of economics.” ® 

But Cournot does not therefore conclude that we ought to 
abstain from passing any judgment in the realm of political economy 
and abandon all thought of social amelioration. Though the 
absolutely best cannot be defined, it does not follow that we cannot 
determine the relatively good. ” Improvement or amelioration is 
possible,” saj's he, “ by introducing a change which operates upon 
one part of the economic system, provided there are no indirect 

* Michel Chevalier, Introductory Lectures, Ko. 10, in Cours, vol. i, p. 221, 

* Cours, vol. i, pp. 211, 214 ; vol. ii, pp. 38, 115. - 

* Pareto, Cours d’Seonomit poUtiqut, vol, ii, § 656 (1897). 
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effects ■which damage the other parts of the system.”^ Such 
progress is not necessarily the result of private effort. Following 
Sismondi, he quotes several instances in which the interests of the 
individual collide with those of the public and in which State inter- 
vention might prove useful. 

Every one of these authors — ^in varying degrees, of course — ^admits 
the legitimacy of State intervention in matters economic. Liberty 
doubtless is still the fundamental principle. Sismondi was content 
■with mere aspiration, so great did the difficulties of interven- 
tion appear to him. Stuart Mill thought that the onus prohandi 
should rest with the innovator. Cournot considered liberty as 
being still the most natural 'and simple method, and should the 
State find it necessary to intervene it could only be in those instances 
in which science has clearly defined the aim in view and demonstrated 
the efficacy of the methods proposed. Every one of them has 
abandoned liberty as a scientific principle. To Cournot it was an 
axiom of practical wisdom;® Stuart Mill upheld it for political 
reasons as providing the best method of developing initiative and 
responsibility among the citizens. They all agree that the State, 
far from being a pis aller, has a legitimate sphere of action. 'The 
difficulty is just to define this,* This was the task to which Walras 
addressed himself -with remarkable success in his lectures on the 
theory of the State, delivered in Paris in 1867-68.* 

And so we find that the progress of thought since the days of 
Adam Smith had led to important modifications of the old doctrines 
concerning the economic functions of the State. The publicists, 
however, were not immediately converted. Even when the century 
was waning they still remained faithful to the optimistic indm- 
dualism of the earlier period. The organon of State Socialism merely 
consists of these analyses incorporated into a .system. The authors 
just mentioned must consequently be regarded, if not as the pre- 
cursors of State Socialism, at any rate as unconsciously contributing 
to the theory. 

> Prtneipts, p. 422. 

• /6ii.,pp.444,462,621. 

• Stuort IGll has tried to do so in a formula that is not very illuminating : 
“To individuality should belong the part of life in tvHich it is chiefly the indi- 
vidual that is interested ; to society, tho part which chiefly interests society.” 
[Libtriy, chap. 4.) 

• Republished in his Sludei d’Bconomit eucialt, 1896, Sso a brief rUitmt 
in our chapter on Rent. 
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n ; THE SOCIALISTIC ORIGIN OF STATE SOCIALISM. 

- RODBERTUS AND LASSALLE 
State Socialism is not an economic doctrine merely. It has a 
social and moral basis, and is built upon a certain ideal of justice 
and a particular conception of the function of society and of the 
State. This ideal and this conception it received, not from the 
economists, but fi-om the Socialists, especially Rodbertus and 
Lassalle. The aim of these two writers was to effect a kind of 
compromise between the society of the present and that of the 
future, using the powers of the modem State simply as a lever. 

The idea of a compromise of this -kind was not altogether new. 
A faint suggestion of it may be detected more than once in the course 
of the century, and an experiment of the kind was mooted in France 
towards the end of the July Monarchy. At that time we find men 
like Louis Blanc and "Vidal — who were at least socialists in their 
general outlook — writing to demand State intervention not merely 
with a view to repairing the injusticaof the present society, but also 
with a ^new to preparation for the society of the fiiture with as little 
brealv with the past as possible. Louis Blanc was in this sense the first 
to anticipate the programme of the State Socialists. But its more 
immediate inspirers were Rodbertus and Lassalle^ both of whom 
belonged to that country in which its effects were most clearly seen. 

Their influence upon German State Socialism cannot be exactly 
measured by the amount of direct borrowing that took place. They 
were linked by ties of closest friendship to the men who were 
responsible for creating and popularising the new ideas, and it is 
important that we should appreciate the personal influence which 
-they wielded. Rodbertus formed the centre of the group, and 
during the two years 1862-64 he carried on an active correspond- 
ence with Lassalle. They were brought together by the good 
offices of a common friend, Lothar Bucher, an old democrat of ISIS 
who had succeeded in becoming the confidant of Bismarck. Strangely ' 
enough, Bismarck kept up his friendship with Lassalle even wlicn 
the latter was most busily engaged with his propaganda work.^ 
Wagner, also, the most eminent representative of State Socialism, 
was in frequent commumcation with Rodbertus, and he never 
failed to recognise his great indebtedness to him. IVagner himself 
was on more than one occasion consulted by Bismarck. 

But apart altogether from their connection with State Socialism, 

^ For s general account of LassaTle’s life, and especially his relations ■Kith 
Bismarck, see Hermann Oncken, ixMfolle (Stuttgart, 1904), 
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Rodbertus and Lassalle would deserve a place in our history. 
Rodbertus is a theoretical writer of considerable vigour and 
eloquence, and his thoughts are extraordinarily suggestive. Lassalle 
was an agitator and propagandist rather than an original thinker, 
but he has left a lasting impression upon the German labour move- 
ment. Hence our determination to ^ve a somewhat detailed 
exposition of their work, especially of that of Rodbertus, and to 
spare no effort in trying to realise the importance of the contri- 
bution made by both of them. ' 

1. Rodbertus 

In a history of doctrines Rodbertus has a place peculiarly his 
own. He forms, as it were, a channel through which the ideas 
first preached by Sismondi and the Saint-Simonians were transmitted 
to the writers who belong to the last quarter of the century. His 
intellectual horizon — ^largely determined for him by his Imowlcdge of 
these French sources ^ — was fixed as early as 1837, when he produced 
his Forderungen, which the Gazeile universelle d’ Augsburg refused to 
publish. His first work appeared in 1842,* and the earliest of the 
Soziale Briefe * belong to 1850 and 1851. At the time these passed 

1 There has been no dispute concoming the French origin of Rodbertns’s ideas 
since the evidence was sifted by Monger in his Da« Reehtavf den voUtnArbeUser- 
Irap (let ed,, 1886). ButMengeronly mentions twosourcesof inspiration, Proudhon 
and the Saint-Simonians. The text will suiBoiently indicate his indebtedness 
to the Saint-Simonians, but we think that Sismondi might well have been sub- 
stituted for Proudhon. The only Proudlionian doctrine that is discoverable in 
Rodbertus is the theory concerning the constitution of value. Butin the second of 
the Soziale Briefe [Sehriften, vol. ii, p. 40, note) ho states definitely that the idea 
was not a borrowed one, and that ho himself was the first to formnlato it, although 
ho omits to state in what connection. Ho may bo referring to a passage in his 
Forderungen, where the idea ia quite clearly expressed. Speaking of Ricardo’s 
theory of value, ho Bays ; " That theory comes to grief on a single issue, namely, 
in regarding a thing as existing when it only exists in the mind, and treating a 
thing as a reality when it only becomes real in the future." {Sehriflen, vol. iii, 
p. 120.) It is clearly pointed out that Iho task of the future is to determine 
what value is. The Forderungen, where all the master ideas of Rodbertus may 
be studied, was published in 1837, nine years before the Contradicliom lennrmiguei 
was published by Proudhon, who made lus first reference to tho question in that 
work. 

* Zur Erkennlnies unsercr siaaisicirlschafllichen Zuslunde (New Brandenburg, 
1842). The work was to consist of three parts, onfy the first of which was 
published, and that has not been reissued since. 

* The first three Soziale Briefe, as well as tho Forderungen, have been 
republished in Sehriften von Dr, Earl Rodherius-Jageltoxr (Berlin, 1890, 
3 vole.). This is tho edition wo quote. Tlw fourth Brief, entitled Deu 
Kapilal, was written in 1852, but was not published until after Rodbertus'# 
death. It was translated into French in 1004 by M. Chatelain, end published by 
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almost unnoticed. It was only when .Lassalle in his treatise in 
1862 referred to him as the greatest of German economists, and 
when conservative writers like Rudolf Meyer and Wagner drew 
attention to his work, that his books received the notice which 
they deserved. The German economists of the last thirty years 
have been greatly influenced by him. His ideas, it is true, ate 
largely those of the earliest French socialists, who wrote before 
the movement had lost its purely intellectual tone and become 
involved in the struggle of the July Monarchy, but his clear logic 
and his systematic method, coupled with his knowledge of economics, 
which is in every way superior to that of his -predecessors, gives to 
these ideas a degree of permanence which they had never enjoyed 
before. This “Ricardo of socialism,” as Wagner^ calls him, did 
for his predecessors’ doctrines what Ricardo had succeeded in doing 
for those of Malthus and Smith- He magnified the good results, of 
their work and emphasised their fundamental postulates. 

Rodbertus’s upbringing decreed that he should not become 
involved in that democratic and radical socialism which was 
begotten of popular agitation, and whose best-known representative 
is Marjc Marx considered socialism and revolution, economic 
theory and political action, as' being indissolubly one.* Rodbertus, 
on the other hand, was a great liberal landowner who sat on the 
Left Centre in the Prussian National Assembly of 1848, and his 
political faith is summed up in the two phrases “ constitutiona] 
government ” and “ national unity.” ® The success won by the Bis- 
marckian poh'cy gradually drew him nearer the monarchy, especially 
towards the end of his life.* His ideal was a socialist party re- 

Messrs. Giard and Briw. Our references in the encceeding pages axe to thii 
edition. Two other articles written by Rodbartus have been published, one 
by R. Meyer under the title Brief c «. Sozialpolilische Aufsalze (Berlin, 18S2), 
the other by Moritz Wirtb undes the, title of Eleint Sehrifien (Berlin, 1890). 
For a complete bibliography of Rodbertus’B work see Andler’s Le Socialisms 
d’Etat en Aliermgnt (Paris, 1897). Professor Conner has written an illuminsting 
study of his political philosophy. 

^ In Hs introduction to the Brief e von LassaUe an Bodbertus, p. 8 (Berlin, 1878). 

* On the other hand, as Menger shows, the sources of Marx’s theory are English 
rather than French — another point of difference between the two Eocialists. 

* He was for a short time iSnister of Public Worship. Appointed on 
July 4, he resigned at the end of a fortnight because his colleagues refused to 
recognise quite as fully as he wished the rights of the Parliament of Frankfort- 

* A charaoteristio of this evolution is the substitution throughout the 
second edition of the Sociale Briefs of the word StaaltvEUt (“ the will of the 
State”) for the word Volhsuntte (“the people’s will'’). This second edition, 
comprising the second and third letters, was published by him in 1875 under 
the title Zvr BthucrJitnj der eoxiahn Frags, 
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nouncing all political action and confining its attention solely to 
social questions. Although personally favourably inclined towards 
universal suffrage, he refused to join Lassalle’s Arheiterverein 
because Lassalle had insisted upon placing this article of political 
reform on his programme.^ The party of the future, he thought, 
would be at once monarchical, national, and socialistic, or at any 
rate conservative and socialistic.* At the same time we must 
remember that “ in so far as the Social Democratic party was aiming 
at economic reforms he was with it heart and soul.” * 

Despite his belief in the possibility of reconciling the monarchical 
policy with his 'socialistic programme, he carefully avoided the 
economic teachings of the socialists. His too logical mind could 
never appreciate their position, and he had the greatest contempt 
for the Socialists of the Chair. He would be the first to admit that 
in practice socialism must content itself "with temporary expedients, 
although he cannot bring himself to believe that such compromise 
constitutes the whole of the socialistic doctrine. He refers to the 
Socialists of the Chair as the “ sweetened water thinkers,” * and he 
refused to join them at the Eisenach Congress of 1872 — the “bog 
of Eisenach,” as he calls it somewhere. He regarded the whole 
thing as a first-class comedy. Even labour legislation, he thought, 
was merely a caprice of the humanitarians and socialists.® So 
that whenever we find him summing up his programme in some 
such sonorous phrase as Siaxit gegen Slaaislosigkeit • (“ the State os 
against the No-State”) we must be careful to distinguish it from the 
hazy doctrines of the State Socialists.* Despite himself, however, 
he proved one of the. most influential precursors of the school, 
and therein lies his real significance. 

Rodbertus’s whole theory rests upon the conception of society as 

‘ Letter to R. Meyer, November 29, 1871. This point of view is developed at 
length in his “ Open Letter to the Committee of the Association of German SVork- 
men at Leipzig,” April 10,1803, published by Moritz Wirth in the Aifn'ne Schriflai. 

’ Letter to B. Meyer, March 12, 1872. CL the letters of January 23 and 
February 3, 1871. 

’ Ibid., November 30, 1871. In 1874 he propaies to offer himaelf as a 
Booialist candidate for the Beichstag, but recognises that the State must first of 
all bo strengthened 6a the military side as well as on the roligioas. 

‘ Ibid., October 17. 1872. • Ibid., January C, 1873, 

• Ibid., SLirch 10, 1872, and Fhffsiolratie «. Anthropolraiie, in Britfe «. 
Sozialpnlilitcht. AufeSIze, pp. 621, 622. 

’ He protests vigorously against the title of Kath'dtr Soz'alitl in a letter 
of August 20, 1872. A vigorous criticism of the Socialism of the Chair, written in 
a private letter of Bodbertus, is quoted at length by Rudolf Meyer in his Err.an- 
cipaliontkampf da 4len Slanda,' pp. 60-63 (Berlin, 1874). 

u>, 
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an organism created by division of labour. Adam Smitb, as he points 
out, had caught a faint glimmer of the significant fact that all men 
are linked together by an inevitable lavf of solidarity -which takes 
^hem out of their isolation- and transforms an aggregate of indivi- 
duals into a real community having no frontiers,and no limits save 
such as division of labour imposes, and sufficiently wide in scope to 
include the -whole universe.^ As soon as an individual becomes a 
part of economic society his well-being no longer depends upon him- 
self and the use which he makes of the natural medium to which 
he applies himself, but upon the activit}' of his fellow-producers. 
The execution of certain social functions, which Rodbertus enume- 
rates as follows, and which he borrows partly from Saint-Simon, 
henceforth become the determining factors : (1) The adaptation of 
production to meet demand; (2) the maintenance of production 
at least up to the standard of the existing resources ; (3) the just 
distribution of the common produce among the producers. 

Should society be allowed to work out these projects spon- 
taneously, or should it endeavour to carry out a preconceived plan 1 
To Rodbertus this was the great problem which society had to 
consider. The economists of Smith’s school treated the social 
organism as a living thing. The free play of natural laws must have 
the same beneficial effects upon it as the free circulation of the 
blood has upon the human body. Every social function would 
be regularly discharged provided “ liberty ” only was secured. 
Rodbertus thought this was a mistake. “ No State,” says he, “ is 
sufficiently lucky or perhaps unfortunate enough to have the natural 
needs of the community satisfied by natural law -without any 
conscious effort on the part of anyone. The State is an historical 
organism, and the particular kind of organisation which it possesses 
must be determined for it by the members of the State itself. Each 
State must pass its own laws and develop its o-wn organisation. 
The organs of the State do not grow up spontaneously. They must 
be fostered, strengthened, and controlled by the State.” * Hence, 

* “Communion or community of labour would be a better term than divi- 

sion of labour” {Kapital, p. 74); and in another connection i “The only real 
division.of labour is territorial di-vision of labour” (ibid.). Elsewhere (p. 87) 
he warns his readers agiiinst confusing the terms “social” and “national.” 
Adopting the Saint-Simonian philosophy of history, he declares history to be a 
process of unification which brings gradually widening circles into closer tmity 
with one another (Zur Gtschichte dcr romischenTributsieuer, in the .JahdrScher fur 
KaiiorMlokovomie «. SU^itiik, 1865, vol. v, p. 2). “ The course of history is'just 

the expansion of communism.” (Eapital, p. 85, note.) 

* Physiolralit u. Anthropokratie, in Bruft u. SozialpoliUsdit Auftdlzt, p. 619. 
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after 1837 we find Rodbertus proposing the substitution of a 
system of State -direction ^ for - the system of natural Jibertj’, 
and bis whole work is an attempt to justify the introduction 
of such a system. Let us examine bis thesis and review the 
various economic functions which we defined -above. Let us also 
watch their operation at the present day and sec how differently 
these functions would be discharged in a better organised com- 
munity, 

1. It is hardly correct to speak of production adapting itself to 
social need under existing conditions, because production only 
adapts itself to the effective demand, i.e. to the demand when 
expressed in terms of money. This fact liad been hinted at by 
Smith, and Sismondi had laid considerable stress upon it; but 
Rodbertus was the earliest to point out that this really meant that 
only those people who already possess something can have their 
wants satisfied.* Those who have nothing to offer except their 
labour, and find that there is no demand for that labour, have no 
share in the social product. On the other hand, the ihdindual who 
draws an income, even though he never did any work for it, is able 
to make effective his demand for the objects of his desire. The 
result is that many of the more necessitous persons must needs go 
unsatisfied, while others wallow in luxury. 

Truer word was never spoken. Rodbertus had a perfect right 
to insist on the fundamental fallacy lurking within a system which 
could treat unemployment — that modern form of famine — as simply 
an over-production of goods, and which found itself unable to 
modify it except through public or private charity. His remedy 
consisted of a proposal to set up production for social need as a 
substitute for production for demand. The first thing to be done 
was to find out the time which each indi\ndual would be willing to' 
give to productive work, making a note of the character and quantity 
of goods required at the same time.* He thought that “ the wants 
of men in general form an even series, and that the kind and 
number of objects required can easily be calculated.” * - Knowing 
the time which society could afford to give to production, there 

> Schrijten, vol. iii, p. 210. 

’ “ In o social State of this description people produce, not with a view to 
satisfying the needs of labour, but the needs of possession ; in other words, they 
produce for those who possess.” {Kapital. p. 161. Cf. also p. 51.) 

3 “ Provided wo knew the time that a person could afford to devote to the 
work of production, wo could easily determine the quantity that would bs 
Buffioient to satisfy the needs of everybody.” {Kapital, p. 109.) 

‘ Ibiii,, p. lOS. 
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vroiild be no great difficulty in distributing tbe products among the 
various producers. 

Tins is to go to vrork a little too precipitately and to shun the 
greatest difficulty of alL The uniform series of wants of which 
■Rodbertus speaks exist only in the imagination. 'VMiat we really^ 
find is a smsJi number of collective needs combined with a great 
variety of individual needs. 'Social need is merely a vague term 
used to designate both kinds of wants at once. The slightest 
reflection shows that every individual possesses quite a" unique 
series of needs and tastes. To base production upon social need is 
to suppress liberty of demand and consmnption. It implies the 
establishment of an arbitrary scale of needs which must be satisfied 
and which is- to be imposed upon every individual. Tbe remedy 
would be worse than the eviL 

But the opposition between social need and efiective demand 
by no means disposes of bis argument. The opposition needs some 
proving, and some explanation of the producers’ preference for 
demand rather than need ought to be offered. Tbe explanation 
must be sought in tbe fact that the capitalistic producer of to-day 
manages his business in accordance with the dictates of personal 
interest, and personal interest compels him to apph^ his instruments 
to produce whatever will yield him the largest net product. He is 
more concerned about the amount of profit made than about the 
amount of produce raised- He produces, not with a \'iew to satis- 
fying any social need, but simply because it yields him rent or 
profit.^ 

This contrast between profit-making and productivity deserves 
some attention- Sismondi had already called attention to it by 
distinguishing between the net and tbe gross product. A number 
of writers have treated of it since, and- it holds a by no means 
insignificant place in the history of economic doctrines.* 

* Kcpilal, p. 14:3. 

* The question of the net and gross product was one of the oufefanding 

problems of this period. Tidal {EcpciHiiion dcs Bichtssts, p. 219, Paris, 1S465 and 
Ott {TraHt d'£cor.orr.ie eociale^ p. 95, 1851) lay etrcss nponit. Since then Cournot, 
Luhrinc, and more recently Effertz and Landiy, have handled the problem anew. 
But each of them, when he comes to denns the word “ productivity ” defines it in 
his own fashion, so that they do not really discuss the same question. Rodbertus, 
as we shall have occasion to point out in the text, uses the word in a very vague 
fashion indeed, hut still it is the basis of his whole discussica- It seems to ns 
that under a regime of division of labour rentability sbonld be the one criterion. 
Bat it would be a to imagine that when dwindling profits make a chance 

in the methods of prodnction imperative, that change will be welcomed with 
equal enthusiasm by everybody, by both master and worker alifce. 
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The opposition is dwelt . upon in no equivocal fashion by 
' Rodbertus. This pursuit of the maxinuun net product is clearly 
the producer’s only guide, but the conclusions which he proceeds 
to draw from it are somewhat more questionable; If we accept 
his opinion that the satisfaction of social need and not of individual 
demand is the determining factor in production, we are driven to 
the conclusion that modem society, actuated as it is by this one 
motive, cannot possibly satisfy every individual demand. But we 
have already shown that the phrase “ social need ” has no precise 
connotation; neither has the term “productivity,” which is so 
intimately connected with it. Further, if society has no desire to 
impose upon its members an arbitrary scale of wants that must be 
satisfied — in other words, if demand and consumption are to remain 
free — ^it can only he by adopting that system which recognises a 
difference between the present and the future “ rentability ” of the 
product. This difference be’tween the sale price and the real cost 
of production of any commodity must, it seems to us, be recognised 
even by a collectivist society as the only method of knoving whether 
the satisfaction which a commodity gives is in any way commen* 
surate with the labour involved in its production.^ Pareto has given 
nn excellent demonstration of this by showing how collectivist society 
will have to take account of price indications if social demand is to 
be at all adequately supplied. 

2. Turning to the other desideratum, namely, a fuller utilisa- 
tion of the means of production, Rodbertus contents himself with 
quoting the criticisms of the Saint-Simonians concerning the absence 
of conscious direction which characterises the present regime and 
the hereditarj' element which is such a common feature of economic 
administration. He is in full agreement with Sisrhondi when the 
'latter declares that production is entirely at the option of the 
capitalist proprietor.- In this matter he is content merely to follow 
his leaders, without making any contribution of his own to the 
subject. 

8. There s^till remains a third economic function which society 
ought to perform, and wliich Rodbertus considered the most 
important of all, namely, the distribution of the social product. 
An analysis of the present .system of distribution was one of Uie 
' Ho is dealing merely with individual wantB. Rentability is not the only 
guide. Many collective wants must bo eatisfied, but (bo process is not always a 
proStablo one. The problem is to determine which are those wants. Rodbertni 
is speaking of private wants ; ho has taken good care to leave the public need* 
aside, so that his argument applies only to the former. 

.5 rapM Pp.KU-lCa. 
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tasks he had set himself to accomplish, helie-ving with Sismondi and 
other socialists that a solution of the problem of distribution and 
the explanation of such phenomena as economic crises and pauperism 
constitute the most vital problems which face the science at the 
present moment. 

A jxist distribution, in Rodbertus’s opinion, should secure to 
everyone the product of his labour.^ But does not the present 
regime of free competition and private property accomplish this ? 

Let ns watch the mechanism of distribution as we find it 
operating at the present time. Rodbertiis’s description of it is not 
very different from J. B. Say’s, and it tallies pretty closely with 
the Classical scheme. On the one hand we have the entrepreneur 
who purchases the services of labour, land, and capital, and sells 
the product which results from this collaboration. The prices 
which he pays for these services and the price he himself receives 
from the consumer are determined by’ the interaction of demand 
and supply. What remains after paying wages, interest, and rent 
constitutes his profits.® 

The distribution of the product is effected through the mechanism 
of exchange, and the result of its operation is to secure to the owner 
of everj’’ productive seiwrice the approximate market value of that 
sendee. Could anything be juster? Apparently not. But if we 
examine the social and econonu'e hinterland behind this mecham'sm 
what we do find is the callous exploitation of the worker by every 
capitalist and landlord. The various commodities which are 
distributed among the different beneficiaries are reaUy the products 
of labour. They are begotten of effort and toil — largely mechanical. 
Rodbertus did not under-value intellectual work or under-estimate 
the importance' of directive energy. But intelligent effort seemed 
to him an almost inexhaustible force, and its empIo 3 Tnent should 
cost nothing, just as the forces of nature maj^ be got for nothing. 
Only manual labour implies loss of time and energy — the sacrifice 
of something that cannot be replaced.® Consequently he does not 

^ Rodbertos further adds that a portion of everybody’s income should be 
expanded in supplying such public needs. {Kapital, pp. 132-133.) 

* KapUal, pp. 150-160. 

3 Cl Zvr Erlxnnlnm, pp. 7-10 : “ Every economic good costs labour and 
only labour.” In the third of the SoziaJe Britfe he expresses this idea in a 
sli^tly different form; “All economic goods are the product of labour” 
{Schri'fiert, voL ii, pp. 105-106). Developing the same thought, he declares that 
this formula means ; (1) that “ only those goods which have involved labour 
should figure in the category of economic goods ” ; (2) that, “ economically 
speaking, goods are regarded, not as the product of nature or of any other force, 
but amply as the product of labour ” i (3) that “ goods economically conridered 
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recognise the intellectual or moral effort (the name is immaterial^ 
involved in the postponement of consumption, whereby a present 
good is withheld with a view to contributing to the sum total of 
future good.^ And he proceeds to define and to develop the 
opening paragraph of Smith’s Wealth of Nations : “ The annual 
labour of every nation is the fund which originally supplies it with 
all the necessaries and conveniences of life which it annually con- 
sumes, and w’hich consist always either in the immediate produce 
of that labour or in what is purchased with that produce from other 
nations.” 

The difference between his attitude and Marx’s is also interesting. 
Marx was thoroughly well versed in political economy, and had 
made a special study of the English socialists. His one object was 
to set up a new theory of exchange, with labour as the source of all 
value, Rodbertus, who drew' his inspiration from the Saint- 
Simonians, focused attention upon production, and treated labour 
as the real source of every product — a simpler, a truer, but a still 
incomplete proposition. Rodbertus never definitely commits him- 
self to saying that labour by itself creates value, but, on the other 
hand, he never denies it.* Social progress, he always maintained, 
must consist in the greater degree of coincidence ® between the value 
of a product and the quantity of labour contained in it. But this 

are just the product of labour, carried out by means of the material opemtions 
which are necessary for production.” Tho work of industrial direction and its 
remuneration are regarded in tho aamo light. CL SdirijUn, vol. ii, p. 219. 

t On this point cce Rist’s Lt. Capital provicni-il aniguement du Travail t in 
tho Ilevut d'£eonomit politigue, February 1900. 

’ Rodbertus expressly declares that to eay that goods arc tho product of 
labour is not to imply that the value of the product is always etiual to what it cost 
in the way of labour, or, in other words, that the labour spent on it docs not 
always measure ite value ISchrifCtn, vol. ii, pp. 104, 105). A similar state- 
ment is made in the Forderungtn (1837). In tho Zur Erhenntniss (1842) 
(pp. 129-131) he gives some of the reasons why ho thinla that the value of a 
product is not equal to tho labour it has cost : (1) There is tlio necessity 
for equalising the gains of capital ; (2) tho price of a unit of any com- 
modity is fixed by tho price of the unit which costs most to reproduce. 
In tho second of the Sozialt Brieje he repeats tho statement that tho labour 
value theory is nothing better than an idc.al {Kapilal, Appendix, p. 279).- In a 
letter written to R. Meyer on January 7, 1872, ho affirms the demonstration 
which he had already given^ “ that goods do not and cannot exchange merely in 
proportion to tho quantity of labour which has been absorbed by them simply 
because of tho exislence of capital and ho adds the significant words ; ‘‘a 
demonstration that might in c.aec of need be employed against Jlarx.” 

* “Tho coincidence between tho value of tho products and tho quantity of 
labour involved in their production is simply tho most ambitious ideal that 
economics has over formulated.” (Second Sosial BrieJ.) 
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is a task \vliiclv tke futtire must take in hand.^ Again, if it ke true 
that the worker creates the product, but that the proprietors of the 
soil and the capitalists who have had ho share in its production are 
able to manipulate exchange in such a way as to retain a portion of it 
for themselves, it is dear that our judgment concerning the equit}^ ol 
the present system needs some revision. This secret embezdement 
for the profit of the non-worker and to the injury of the diligent 
proceeds without any outward display of violence through the 
free play of exchange operating within a system' of private property. 
Its sole cause lies in the present social system, “which recognises the 
claim of private landowners and capitalists to a share of the wealth 
distributed, although they have contributed nothing towards its 
production.” * • . ' 

, Hence his exposition of the twofold aspect of distribution. 
Economically exchange attributes to each of the factors land, 
capital, and labour a portion of the produce corresponding to the 
value of their respective services as estimated in the market. Sodally 
it often means taking away from the real producers — ^from the 
workers — a part of the goods which their toil has created. This 
portion Rodbertus refers to under the simple name “rent,” which 
includes both the revenue of capitalists and the income of landlords. 

No economist ever put the twofold aspect of the problem in a 
clearer light. Laydng hold of the eternal opposition between the 
respective standpoints, he emphasises the difficulties which they 
present to so many minds. Justice would relate distribution to 
merit, but society is indifferent provided its own needs are satisfied. 
Society simply takes account of the market value of these products 
and services without ever showing the least concern for their origin 
or the efforts winch they may originally have involved — ^the weary 
day of the industrious labourer and the efiortless lounge of the 
lazy capitalist being similarly rewarded. Rodbertus’s great merit 
was to separate this truth from the other issues so frequently confused 
with it in the writings of the earlier economists and to bring it 
clearly before the notice of his fellow economists. 

i Occasionally Rodbertus admita for the sake of hypothesis or demonstration 
that prices do coincide with the labour cost ; but his Ksential theory has no need 
of any such hypothesis, aud it really plays quite an auxiliary or subordinate r^t. 
It is in the course of his exposition of the theory concerning the distribution of 
unsamed income between landed proprietors and capitalists (quite an erroneous 
theory, by the way) that ho is driven to admit that “ the exchange value of each 
completed product, as well as of each portion of the_ product, is equal to its laboar 
value,” (Third Sozial Brief, Sehriften, vol. ii, p. 101.) 

• Kapiicl, p. 105, 
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Rodbertus’s criticism did not end there, although the dcmon- 
Btration -which we have just given of the distinction between the 
social and the purely economic point of approach to distribution 
constitutes its essential naerit. We must not omit the practical 
conclusions which he draws from it. 

What concerned Rodbertus most — at least, so we imagine from 
the standpoint which he adopted — was not the particular way 
in which the rate of wages or interest, high or low rents, are 
determined, but the proportion of the revenue that goes to the 
workers and non-workers respectively. The former question is 
a purely economic one .of quite secondary importance compared 
with this other social problem. Believing that he had already 
sho-wn the possibility of the workers being robbed, the problem 
now was to determine whether this spoliation was likely to continue. 
Does economic progress give any ground for hoping that rent or 
unearned income -will gradually disappear ? Bastiat and Carey had 
replied in the affirmative. The proportion that goes to capital, 
so they affirmed, is gradually becoming less, to the great advantage 
of the labourer, Ricardo, faced vdth the stme dilemma, had 
come to the conclusion that with the inevitable increase in the 
cost of producing food the landowner’s share must be constantly 
gro-wing. Say had asked himself the same question in the earliest 
edition of his treatise, but had found no reply. Rodbertus adopts 
none of • their solutions, but independently arrives at the con- 
clusion that the worker’s share gradually dwindles, to the advantage 
of the other participants.^ 

Theorist as he was, a simple deduction was all that was 
needed to convince him of the truth of this view. The rate of 
wages, we have alreadj'^ seen, is determined by the interaction of 
demand and supply in the labour market. The market price of 
labour, however, like that of any other product, is always gravitating 
towards a normal value — this normal value being none other than 
Ricardo’s necessarj’^ wage. “ The share of the product that falls to 
the lot of the producer both in an individual instance and as a 
general rule is not measured by the amount which he himself has 
produced, but by that quantitj’^ which is sufficient for the upkeep 
of his strength and the upbringing of his children.” * Tliis cele- 

* “ Whenever exchange is allowed to take its o-wn course in the matter of dis- 
tributing the national dividend, certain- circumstances connected -with the 
development of society and -with the growing productivity of social labour cause ■ 
the Wages of the -working classes to diminish so as to constitute a decreasing 
fraction of the national product,” (Second Sozial Bri'f, Schriften, vol. ii, p. 37.) 

* KapUal, p. 163, 
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brated “ brazen law became the pivot of Lassalle’s propaganda, 
although it was never definitely recognised by Mar v, 

Granting the existence of such a law, and'admitting also that 
the amount produced by labour is always increasing, so that the 
mass .of commodities produced always keeps growing, a very simple 
arithmetical calculation suffices to show that the total quantity 
obtained by the workers always remains the same, representing a 
diminished fraction of the growing totality. 

A similar demonstration affords a clue to the prevalence of 
crises. The enirepren^r keeps adding to the mass of commodities 
produced until he touches the full capacity of social demand.^ 
But while production grows and expands the worker’s share dwindles, 
and thus his demand for some products remains permanently below 
production level. The structure is giving way under the very feet 
of the unsuspecting producer,^ This theory of crises is simply a 
re-echo of Sismondi,® and gives an explanation of a chronic evil 
rather than of a crisis pure and simple. Its scientific value is just 
about equal to Sismondi’s other theory concerning proportional 
distribution. 

This theory upon which Rodbertus laid such emphasis had 
already been outlined in his Forderungen, and a fuller development 
is given in his Soziale Briefc, where he., expressly states it to be the 
fimdamental point of his whole system, all else being mere scaffold- 
ing. His one ambition all his life long was to be able to give a 
statistical proof of it, but its importance is not nearly as great as he 
imagined it to be. 

In the first place, doubt as to the validity of the “ brazen ” or 
“ iron law of wages ” — ^upon which the theory is based — is enter- 
tained not merely by economists, but also by socialists. And even 

‘ The idea that cnfreprcneura base their production upon the demand of the 
higher classes is a Bonjetrhat novel one, bnfc it is quite definitely stated by Rod- 
bertus. ‘ ‘ The classes can only influence the market in proportion to the quantity 
of the social product which is given them. But the entrepreneurs must deter- 
mine the quantities which they will produce, according to the size of their 
demands.” {KajnW pp. 61-o2. CL also pp. 170-171.) It is quite obvious, on 
the contrary, that the entrepreneurs base their production solely upon the 
demand for the particular goods which they manufacture, and that they are quite 
indiCcrent to the share which goes to the higher classes. 

* Kapital, p. 53. 

® We shall soon be convinced of the Eimilarity that exists between the two 
theories if we read the passage in the article on Balance des Cemsommations 
'avec Its Produciirms, published by Sismondi as an appendix to tTie second 
edition of the Nouveauz Prir.cipes, vol. ii, p. 430. Rodbertus agrees •srith. 
Sismondi that equilibrium will be re-established in the long run, but that in the 
meantime a ciiEis may hare to intervene. {Kapital, p. 171, note ; cL p. 190, supra.) 
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if it were true, Rodbertus’s proof would still be inconclusive, for tbe 
workers’ share of the total product depends not upon one fact alone, 
but upon tiro — the rate of wages and the number of workers. Rod- 
hertus’s error and Bastiat’s are very similar. Bastiat had tried to 
determine the capitalists’ share of the total product by taking 
account of one fact only, namely, the rate of interest, whereas he 
ought to have taken the amount of existing capital into consideration 
as well. 

But we must admit that although the arguments used by 
Rodbertus are scarcely more reliable than Bastiat’s, his theory 
itself is nearer the facts as judged by statistics. No amount of 
a priori reasoning ivithout some recourse to statistics can ever solve 
the problem. Statistics themselves seem to prove that labour’s 
portion, in some countries at least, has shown signs of diminishing 
since the beginning of the present century. 

This does not necessarily mean that the worker must be worse 
off, for it may well happen that a diminution in the general share 
obtained by labour is accompanied by a growth of individual wages. 
All that we can conclude is that wages have not increased as rapidly 
as has capital’s share,^ but this has not prevented the workers 
sharing in the general growth of prosperity. 

Logically enough, Rodbertus proceeds to draw certain practical 
conclusions, including the necessity for the suppression of private 
property and of individual production. The community should be 
the sole owner of the means of production. Unearned income must 
go. Everyone should contribute something to the national dividend, 
and each should share in the total produce in proportion to his 
labour. The value of all commodities nail depend upon the' amount 

* Snob, as wo have already seen, is Colson’s conclusion (Cours, vol. iii, p. 3CG), 
and such is tho verdict of M. Cbatclnin after studying f ho United Slates eensus 
returns. According to Chatclain (Questiont •praliquu dt Uqtelation ouvriirf, 
June and July, 1908), tho American metal-workers’ share in the product fell 
from 71 to CS per cent, bolwcen tho years 1890 and 1005, while cnpitnl’s share 
increased from 28 to 32 per cent. The men’s wages during the same period 
rose from 651 dollars to 020, while the rate of interest fell from 0 to 8 per 
cent. Despite this diminution in labour’s share of tho total product it is im- 
possible to say whether tho remuneration of labour in general is moving upward 
or downward, for tho working classes do not depend solely npon the tvngcs of 
their labour. Some of them have a little capital — a very small amount, perhaps, 
but there is no reason for thinking that it will not grow in future. 

It is quite clear that this complicated quc-stion must be carefully defined. 
Throe diilcront factors must bo distinguished: (1) The individu.al'a wage ; 
(2) labour’s share in tho product ; (3) tho income of tho working cla'-s. On this 
problem sco Edwin Cannan’s article in tho Quarierhj Joumnl of EconcTrtirj, 
1005, and his statements in his Theory of rroduciion and DUlribuiior. 177C-1S18 
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of time spent on them and effort put into them ; and since the supply 
Trill alvrays adapt itself to the needs of society the measure Trill be 
constant and exact, and equal distribution Trill be assured. 

But Rodbertus recoils from his oTm solution, and the ardent 
socialist becomes a simple State Sociah'st. What j&ightens him is 
not the terrible tjnranny of a sj^stem under Trhich production and 
even consumption Tvould be strictly regulated. “There Trould be 
as much personal freedom under a system of this kind as in any 
other form of society,” he remarks,^ “society” evidently alTvays 
implying some measure of restraint. His apprehension Tvas of 
a difierent kind. He had a perfect horror of any revolutionary 
change, and stood aghast at the lack of education displayed by the 
masses. He reahsed hoTv untrilling they trere to sacrifice even a 
part of their Tvages in order to enable other men to have the necessary 
leisure to pursue the study of the arts and sciences — ^the noblest 
fruits of dvilisation. Finally it seemed to him that illegal appro- 
priation and the rightful OTvnership Tr-hich results from vdgorous toil 
are too often confused by being indiscriminately spoken of as 
private property. “There is,” says he, “so much that is right 
mixed up vrith vhat is Tvrong that one goads the laTvful oTvner into 
revolt in trjing to lay hold of the unlaTvful possessor.” * 

Some kind of compromise should at aU costs be effected. If 
private property — one of the great evils of the present day — cannot 
be got rid of -without some inconvenience, caimot vre possibly 
dispense Tvith freedom of contract, the other source of inequaUty ? 
Let ois assume, then, that Tve have got rid of free contract -while 
retaining the institution of private property. By doing this, 
although Tve are not immediately able to clear away unearned 
income, we shall have removed some of the greatest inconveniences 
that result from it. We shall arrest the doTvnward trend of labomr’s 
remuneration, and poverty and crises -will disappear together.’ 

Such an attempt might be made even now. Let the State 
estimate the total value of the social product in terms of labour 

J Eapiial, p. 176. ’ p. 187. 

* “ And so I believe that fast ss history is nothing bnt a series of compromises, 
the first problem that aTraits economic science at the present moment is that of 
effecting some kind of a -working compromise between, labotir, capital, and 
property.” {KapiUsl, p. 187.) In a letter vnitten on September 18, 1873, to 
E. Meyer, he declares that the great problem “is to help ns to pass by a peacefnl 
evolntion from onr present system, which is based upon private property in land 
and capita!, to that snpcrior social order which most sncceed it in the natural 
course of history, vrhich -will be based upon desert and the mere ownership of 
income, and -which is already shorving itself in varions aspects of social life, as if 
it were already on the point of coming into opsratiaa.’' 
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and determine the fraction that should go to the livorkcrs. Let it 
give to each enirepreneur in accordance uith the number of workers 
he employs a number of wage coupons, in return for which the 
enlrepreneuT shall be obliged to put on the market a quantity, of 
commodities equal in value. Lastly, let the said workers, paid in 
wage coupons, supply themselves with whatever they want from 
the public stores in return for these coupons. The national estimate 
would from time to time be subject to revision ; and in order that 
the proportions should always be the same, the number of coupons 
given to labour would have to be increased if the number of com- 
modities produced ever happened to increa.se. Rodbertus’s aim 
was to give the workers a share in the general progi-css nnule, and 
such was tlie plan w'hich he laid down.' 

There is no need to' emphasise its theoretical, let alone its 
practical diffiailties. We were led to mention it for a double 
reason. In the first place, it is interesting as an attempt to effect 
a compromi.se between the society of the present and the collectivism 
of the future. Marx regards the growing servility of the worker 
with a certain measure of equanimity ns a necessarj’ preliminary 
to his final emancipation. Rodbertus would speed the process of 
amelioration and would better his lot here and now.’*' It also 
throws an interesting light upon his extraordinary confidence in the 
all-powerful sovereignty of the State, and the ability of government 
,to bend every individual will, even the most recalcitrant, to the 
general will. At the same time it reveals his utter indifference to 
individual liberty as an economic motive. 

This indifference gradually merges into extreme hostility, while 
his confidence in the centralised executive becomes all the more 
thoroughly established. His later historical works contain an 
exposition of an organic theory of the State which is meant to 
justify such confidence. Just as in the animal world the higher 
animals are found to possess the most highly differentiated organs 
as well os the most closely co-ordinated, so in history as we 
pass from the lower social strata to the higher ones “ the State 
advances both in magnitude and efficiency; and its action, while 
increasing in scope, grows in intensity as well. The State in its 

' Cf. Kapilal, pp. 109 ti itq., and e-spccially his article Dtr Normalarhtitricy, 
which appeared in 1871 and was republished in Briefe SozialpolilifsJie Av/.'uto. 
p. 652 tl ttg. Tho idea of determining value in the way Rodhertra Intended 
was criticised by Marx in his Ifitire dt la Philotophxt, i jtropos of Proudhon’s 
attempt in 1847. The Booialisation of production involrca the rociaiisation of 
exchange ns well. This is another point upon which Marx and Rodbertus differ, 
* Cf. Kapilal, p. 183, note. 
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passage from one evoIutionaTy stage to another presents us not 
merely Tvith a greater degree of complexity, each function being to 
a greater and greater extent discharged by some special organ, but 
also -with an increasing degree of harmony. The social organisms, 
despite their ever-increasing variation, are placed in growing depend- 
ence upon one another by being linked to some central organ. In 
other words, the particular grade that a social organism occupies in 
the organic hierarchy depends upon the degree to which division of 
labour and centrah’sation have been carried.” ^ 

We are thus driven back upon the fundamental question set hv 
Rodbertus at the outset of his inquiry : Can the various socnal 
functions, acting spontaneously, efiBciently further the good of the 
social body, or should these functions be discharged by the media- 
tion of a special organ, the State or Government ? There is also 
the further question as to whether the reply which he gives is entirely 
satisfactory. 

We are immediately struck by a preliminary contradiction: 
the economic boundaries of the community do not coincide with its 
poUtical boundaries. The one is the result of division of labour 
and is coextensive with the limits set by division of labour, while 
the second is the product of the changing conditions of histoi^\ It 
is only logical that the economic functions of the State should be 
performed by other organs than those of the political Government, 
since its sphere of action is necessarily different But it is to the. 
State, as evolved in the course of a long historical process, that 
Rodbertus would entrust this directing power. Between Rodbertus's 
description of the State’s economic activity and his final recomse to 
a national monarchical State is an element of contradiction which 
strikes us rather forcibly, especially when he comes to speak of 
“ national ” socialism. 

Tn order to demonstrate how inadequately the present social 
organisation performs i£s duties, Rodbertus appeals to an ideal method 
of discharging them which he himself has created, and he has not 
the slightest difficulty in showing that hardly any of his ideal 
functions are being performed at the present time. Production is 
not based upon social need, nor is the wealth produced distributed 
in accordance with the labour spent. But we must never forget 
that Rodbertus’s conception of the social need was extremely 
hazy. His distribution formula, "to everyone according as he 
produces,” if applied logically is impossible, and satisfies neither 

r Zw GarhirMt rdmitchtn TribuUicucr, in JdhrTr2cher fur Acfior.cJ- 
SioTiomie u, SiaiisUl:, vol, Tiii, pp. •446-4i7, note. 
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the demands of humanity nor the needs of production. Had his 
definition of soeial function been less . ambitious, his argument, 
perhaps, would have been more convincing. 

Let us admit, however, that the existence of an economic society 
implies the successful accomplishment of certain functions which 
we need not trouble to define just now. The question then arises — 
a question that implies the severest criticism of the present organisa- 
tion : Can the control and oversight which men ought to e:^cise 
over these functions be performed othermse than through the 
instrumentality of the State ? There was only one alternative for 
Rodbertus — extreme individualism or State control,- But nature 
and history both escape the dilemma. The biological analogy 
has been carried too far, and most ^vritc^s would be content to 
abandon it altogether. Like most of his contemporaries, Rodbertus 
imagined that economic individualism and personal liberty were 
indissolubly bound together, and that it was -impossible to check 
individualism without endangering liberty. It is now reabsed, 
however, that this association of ideas, like many another, is tem- 
porary and not eternal, and the growth of voluntary associations 
intermediate between the State and the individual is every day 
showing it to be false. ' • 

We are now in a better position to appreciate the kind of appeal 
which this doctrine would make to State Socialists — people who are 
essentially conservative, but nevertheless genuinely desirous of 
seeing a larger element of justice introduced into our industrial 
rtgxme. The distinction drawn between politics and economic 
socialism makes a first claim upon their respect. Then would follow ' 
the organic conception of society, winch is a feature of all Rodbertus’s 
\vritings. It was his belief that production and distribution could 
only be regarded as social functions, and that the breakdo\vn of 
individualism implied a need for greater centralisation or a greater 
degree of State control. On the other hand, the State Socialists 
refuse to associate themselves with the radical condemnation of 
private property and unearned income, both of which are features 
of Rodbertus’s teachifig. The State Socialists set out to transform 
the Rodbertian compromise into a self-sufficing system, and instead 
of regarding their doctrine as a diluted form of socialism they are 
rather inclined to treat socialism as an exaggerated development of 
their theory.^ ■ , . 

* “Extreme sooialiBm,” eays Wagner, "ifl eimply an exaggeration of that 
partial socialism which has long been a feature of tho economic and social evolu- 
tion of all nations, CBpcoially tho most civiliEcd.” (QTundlegung, 3rd cd,, p. 766.) 
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2. Lassaile 

Rodbertus’s efforts to establish a doctrine of State Socialism 
upon the firm foundation of s new social theory had already met 
with a certain measure of success, but it was reserved for Lassalle 
to infuse vitality into these new ideas. 

Lassalle’s brief but brilliant political career, ever memorable for 
the natural vigour of his eloquence, at once popular and refined, and 
its indelible impression of a strikingly original nature aflame with a 
passion both for thought and action, together with the romantic, 
dramatic character of his checkered existence, lent wonderful force 
to his utterances. In 1848, at the early age of twenty-three, he 
was a Marxian revolutionist. The revolutionary period was 
followed by a time of enforced inactivity, when he devoted himself 
almost exclusively to philosopliical, legal, and literary pursuits. 
In 1862 the silence was at last broken by his re-entry into the 
political arena. The whole political life of Germany was at that 
moment convulsed by the half-hearted opposition which . the 
Prussian Liberal party was offering to Bismarck’s constitutional 
changes. Lassalle declared war both upon the Government and 
upon the bourgeois Opposition — ^upon the latter more than the 
former, perhaps. Turning to the working classes, he urged them 
to form a new parly which would avoid all purel}’’ political questions 
and to concentrate upon their own economic emancipation. For 
two eventful years the whole of Germany resounded with bis speeches 
and his declamations before various tribunals, while the country 
was flooded with his pamphlets advocating the complete estabh'sh- 
ment of the AUgemeiner deuischer Arbeiterverein (General Association 
of German Workers), which he had already founded at Leiprig in 
1863. The workers of the Rhineland received with open arms the 
a^tator who thus took up in their midst the tangled skein of a 
broken career, and welcomed him with songs and decked him with 
garlands. The Liberal press, on the other hand, thoroughly taken 
aback by his unexpected onslaughts, mercilessly attacked him, even 
accusing him of having secret dealings with the Government. 
Suddenly the clamour ceased ; Lassalle died on August SI, 1864, as 
the result of a wound which he had received in a duel,^ and only the 
Deuischer Arieiierverein, the earliest embryo of the great German 
Social Democratic party’ remained as a memento of those siolent 
attacks upon individualist Liberalism. 

^ George Meredith in his Tragic Comedians weaves his story round this tragio 
*d.ventTire, giving ns an admirable atody of Lassalle’s psychology. Cf. also 
Lastalle, by Georges Brandes, and Qaeken’s Lassalle (Stnttg^, 1904), 
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As far as theory goes, Lassalle’s socialism is hardly distinguishable 
from Marx’s. Social evolution is summed up in a stricter limitation 
of the rights of private property,^ which in the course of a century 
or two must result in its total disappearance.® But Lassalle was 
pre-eminently a man of action, bent upon practical results. At 
that particular moment the German working class was only just 
waking up to the possibility of political existence. The path that 
it should follow was still undecided. In the year 1863 a number of 
workmen had tried to persuade their comrades to meet togethei 
in a kind of general congress. They further appealed to Lassalle 
and to other well-known democrats for their advice concerning 
the labour question. This gave Lassalle the opportunity he 
required for forming a political party of his own, with himself as 
chief. The next question was to fix upon a programme. “ Working 
meni” says Lassalle, “ must have something definite,”® and, on the 
other hand, “ it is almost impossible to get the public to understand 
the final object which we must keep in view,” So, without burden- 
ing his propaganda with too remote an ideal, he concentrates all his 
efforts upon two demands, the one political, the other economic — 
universal suffrage on the one hand and the establishment of producers’ 
associations supported by the State on the other. In order to wn 
over the masses, he invoked, not the doctrine of the exploitation of the 
workers by the proprietors — which would have alienated the middle 
classes. from him ® — ^but the ” brazen law of wages,” which is the happy 
title by which he chose to designate the Ricardian law of wages. 

Rodbertus realised the necessity for distinguishing between an 
esoteric and an exoteric Lassalle* — between the logical theorist of. 
the study and the opportunist politician of the public platform, 

‘ Thioric eyetimaligue dca Droits acquis, vol. i, p. 274, note (Paris, 1904). 

* Brkfe von Ixissalle an Rodbertus, p. 48 (Berlin, 1878), 

« Ibid., p. 44. 

‘ Freilich darf man das dem Mob heut noch nichl saqen,- {Ibid., p. 46.) 

' “ No workman will over forget that property whenever legally acquired is 
absolutely inviolable and just,” says ho in an address delivered to the workers of 
Berlin on April 12, 1862, and published under the title of ATbeiicrprogramm 
{Schriften, voi. i, p. 197). Elsewhere he defends himself against the charge of incit- 
ing the proletariat by claiming that bis agitation was of a purely democratic 
character, and intended to facilitate the fusion of classes {ibid., vol. ii, pp. 

, 126-127). (Our quotations are taken from Pfau’s edition. Wo were unable to 
obtain the latest and by far the best edition of Lassallo’s works, publiEhed by 
Bernstein.) 

* Wagner’s introduction to Briefs von Lassalle an Rodbertus, p. 6. Lassalle 
hos himself defined this somewhat Machiavellian attitude in a letter written to 
Marx in 1859, in which ho speaks ot a drama which ho hod just written dealing 
with Franz von Siokingen. ” It looks like the triumph of 'superior realistic ability 
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Only to Ws contemporaries was the latter LassaDe reafly knora. ^ 
But his letters, which have been published since his death, ^^o lbrjl 
show that there is at least no need to attach any greater impbrtah^;?C; 
to his proposed reforms than he was prepared to give them hims^ v; v 
It is mot necessary to emphasise the fact that his plan was ieaUy3^ 
borrowed from Louis Blanc or to call attention to the letter writtmj; 
to Rodbertus in which he declares himself quite prepared to charge ; If 
his plan provided a better one can be found. This idea of association^ 
was one that was by no means unknown to the German labe^ f/i 
party j nor was it the first time that it had been preached to the/' :• 
working classes. Lassalle’s rival, Schulze-Delitzsch, had begun ah :;4; 
active campaign even as far back as 1849, and had succeeded in . f 
establishing a great number of co-operative credit societies, composed % f 
largely of artisans, and aiming at supplying them with cheap raw- ' 
materials. But such associations were to receive no support from 
the Government. 

What was new in LassaUe*s scheme was just this appeal for 
State intervention. It. was his energetic protest against eternal 
laissez-faire that impressed public opinion, and he himself was anxious 
that it should be presented in this light. Speaking to the 'workers 
of Frankfort on May 19, 1863, he declared that “State inter- ‘ 
vention is the one question of principle involved in this campaign. 
That is the consideration that has weighed with me, and there lies 
the whole issue of the battle which I am about to wage.” ^ 

He harks back to this fundamental idea in aU his prindpal 
writings. It was the theme of his first address delivered to the 
workers in Berlin in 1862. It is there presented with all his cus- 
tomary force. The bourgeois conception of the State is contrasted 
with the true conception, which is identical with the woikers’. 
The bourgeoisie seem to think that the State has nothing to do 

when the leader of a rebellion takes aa»nnt,of the limited means at his disposal 
and attempts to hide from other men the real object which he has in view. Bnt , 
the snocess achieved by deceiving the ruling classes in this way puts him in 
possession of newforces which enable him to employ this partial trinmphfor carry- 
ing out lus real object.” {Aitsdemliaemri«henNachlassvonK.Marz,F.Ev^dtt 
und LaesaHe, voLiv, p. 133 ; published by F. Mehring, Stuttgart, 1902.) 

1 SekrifUn, voL ii, p. 99. This address baa been published under the . 
title oi ArbeHerkitimeh, This is just the attitude of which Marx disapproved. ,! 
In-a letter written to Schweitzer on October 13, 1868, quoted by Mehring [Atu 
dem merarischen Naditass, etc., voL iv, p. 362), he expresses himself as follows ’ 

“ Ife is too liable to be influenced by the immediate circumstances of the moment., • 
Ho exaggerates die trivial difference between bimself and a nonentity like 
Schnlze-HeUtxsoh, until the issue between them, governmental intervention aa 
against private initiative, becomes the central point of his agitarion,” 
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except to protect tne property and ■ defend the liberties of the 
individual — a conception of State action that would be quite 
sufficient were everybody equally strong and intelligent, equally 
cultured and equally rich.^ But where such equality docs not 
exist the State is reduced to the position of a “ night watchman,” 
and the weak is left at the mercy of the strong. In reality the 
State exists for quite other purposes. The history of mankind is the 
story of one long struggle to establish liberty in the face of natural 
forces, to overcome oppression of every kind, and to triumph over the 
misery, ignorance, want, and weakness with which human nature 
has always had to reckon. In that struggle the individual, in his 
isolation, is hopeless and union becomes indispensable. This union 
is a creation of the State, and its object is to realise the destiny of 
mankind, namely, the attainment of the highest degree of culture 
of which humanity is capable. It is a means of educating and of 
furthering the development of humanity along the path of liberty. 

The formula savours of metaphysics rather than of economics. 
There is a striking similarity between it and the formula employed 
by Hegel,. the philosopher,* Lassalle was really a disciple of Hegel 
and Fichte.* Through the influence of Lassalle the theories of the 

* SchrifCen, vol. i, p. 213. 

* See, among others, the chapter entitled Eegd et la Thiorit dt V£iai, 
in L^vy-Briihl’s L’Allemagne depuii LtehniU, especially p. 398 (Paris, 1890). 
The State, according to Hegel, is an expression of the spirit realising itself in tho 
consoience of tho world, while nature is an expression of tho same spirit without 
Iho conscience, an alter ego — a spirit in bondage. God moving in the world has 
made tho State possible. Its foundation is in tho might of reason realising itself 
in will. It is necessary to think of it not merely as a given State or a particular 
institution, but of its essence or idea ns a real manifestation of tho mind of God. 
Every State, of whatever kind it may bo, partakes of this, divine essence. For 
full information concerning tho philosophical origin of State Socialism see 

^ Andlcr’s Lt Socialisme d’Blat en Allemagne (1897). 

3 Fichte issued a very curious work in 1800 entitled Dor gesdihasene ffandela- 
elaat, published in vol. iii of his complete works (Berlin, 18-15), and containing 
ideas with many points of resemblance to those of State Socialism. Fichte 
thought that the State should not merely guarantee to every citizen his property, 
but should first of all rear its citizens, let them build their property, and then 
defend it. In order to do this cveryono should bo given the necessary means of 
livelihood, for tho one aim of all human activity is to live, end everyone hero 
has an equal right to live (p. 402) — a dcclntation of tho right of existence. Unfil 
all are so provided for no luxuries should be allowed. Ko one should decorate his 
house until ho feels certain that everyone has a house, and cveryono should be 
comfortably and warmly olad before anyone is elegantly dressed (p. 400). “ Nor 
is it enough to say that I can afford to pay for it, for it is nnjust that one indi- 
vidual should be able to buy luxuries while his fellow citizens have not enough 
to procure tho necessaries of life. Tho money with which tho former purchaeca 
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German idealists 'came into conflict Trith the economists’, and his 
incomparable eloquence contributed not a little to the rising tide of 
indignation with which the Manchester ideas came to be regarded. 


m ; STATE SOCIALISM— PROPERLY SO CALLED 
The years that elapsed between the death of Lassalle and the 
Congress of Eisenach (1S72) proved to be the decisive period in 
the formation of German State Socialism. 

Bismarck’s remarkable coups d'ifai in 1866 and 1870 had done 
much to discredit the political reputation of the leaders of the 
Liberal party, who had shown themselves less than a match for the 
Chancellor’s political insight. This reacted somewhat upon 
economic Liberalism, because it so happened that the leaders of 
both parties were the same.^ On the other hand, the idea of a 
rejuvenated empire incarnate in the Iron Chancellor seemed to 
add fresh lustre to the whole conception of the State. The Jahr- 
bUcher fur Naiionalokonomie, first issued by the Bdstorical school in 
1863, had by this tirne become the recognised organ of the University 
Economists, and had done a great deal to accustom men’s minds 
to the relative character of the principles of pohtical economy and 
to prepare their thoughts for an entirely new point of view. 

Labour questions had also suddenly assumed an importance 
quite undreamt of before this. The German revolution of 1848 was 

his luxuries Trould in a rational State not be his at all.” Adopting this ea his 
guiding principle, Pichfe proposes to organise a State in which the members 
of every profession, agriculturiste, artisans, merchants, etc., would make a 
coUectiTe contract with one another, in which they would promise not to en- 
croach upon one another’s labour, but would guarantee to everyone a sufficient 
number of the goods which each has made for his own use. The State would'also 
undertake to see that the number of persons in every profession was neither too 
few nor too many. It would also fix the price of goods. Lastly, in view of the 
fact that foreign trade would naturally upset the equilibrium established by tbf 
contract which guaranteed seenrity of existence to each individual, the com- 
mercial State would have to be entirely hemmed in by tarifi walls. The whole 
work is original and interesting. A Menger, who gives a brief risumi of it in 
his second chapter of The Rifit to ihz Whole Prodtxe £>/ L/ibour, t hink s that 
Fichte was inSnenced by what he saw of the Convention during the Beign of 
Terror, by the issue of assignats, and perhaps by Babeuf, Fichte, on the other 
hand, takes care to point out that his commercial State is not realisable as such, 
but that a book like his is not leas useful in view of the general hints which it 
anords a statesman. 

» It is remarkable that the majority of the commercial and financial measures 
introduced in Germany between ISG6 and 1S75, such as a uniform system of 
weights and measures, the refonn of the monetary system, banks, the tanfis, etc.^ 
were directly inspired by the principles of economic Liberalism, 
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presuihably political in character: the great capitalistic industry 
had not -reached that stage of development -which characterised it 
both in England and in France ; and it is a significant fact that 
the two great German socialists, Rodbertus and Marx, had to go 
abroad to either of those two countries to get. their illustrations. 
But since 1848 German industry had made great strides. A new 
working-class community had come into being, and Lassalle had 
further emphasised this transformation by seeking to found a party 
exclusively upon this new social stratum. The association which 
was thus founded still survives. Another agitation, largely inspired 
by Marxian ideas, was begun about tbe same time by Liebknecht 
and BebeL In 1867 both of them were elected to the Reichstag, 
and two years later they founded the Socialdemokratische Arbeiier- 
partei (Social Democratic party), which was destined to play 
such an important part in the history of the next thirty years. 

In this way labour questions suddenly attracted attention, just 
as they had previously done in France during the July Monarchy ; 
and just as in France a new current of opinion — unceremoniously 
set aside by the coup d’6tai, it is true — had urged upon the educated 
classes the importance of abandoning the doctrine of absolute 
laissez-faire and of claiming the support of Government in the 
struggle with poverty, so in Germany an increasing number of 
authors had persuaded themselves that a purely passive attitude 
in face of the serious nature of the social problem which confronted ' 
them was impossible, and that the establishment of some sort of 
compact between the warring forces of capital and labour should 
not prove too much of an undertaking for the rejuvenated ^’itality 
of a new empire. 

The new tendencies revealed themselves in unnustakable fashion 
at Eisenach in 1872, A conference, which was largely composed of 
professors and economists, of administrators and jurists, decided, 
upon the publication of a striking manifesto in which they declared 
war upon the Manchester school. The manifesto spoke of the State 
as “ a great moral institution for the education of humanity,” and 
claimed that it should be “'animated by a high moral ideal,” wliich 
would “ enable an increasing number of people to participate in the 
highest benefits of ci-vilisatiori.” * At the same time the members 
of the congress determined upon the establishment of the Verein 
fur Sozialpolitik, an association-charged -with the task of procuring 

‘ A copy of the text translated into French appeared in the Bevue d'Bconomtt 
poliftgue, 1892, The translation -was the work of our regretted colleague Saint- 
Maro, 



488 


State Sociamsm 

the necessary scientific material for this new. political development. 
This was the beginning of the “ Sodalism of the Ch^,” hs it wai 
derisively named by the Liberals on account of the great nnmba 
of professors who took part in this conference. The same doct^c,' 
with a somewhat more radical bias, became known as State Sociali^ 
The imparUngof such a bias was the task undertaken by Wagntt^* 
in his Grundlegung, which appeared in 1876.* * 

Difficult though the task may prove, we must try to distinguish 
between the work of the earlier economists and the special con- 
tributions made by the State Sodalists. like all doctrines that 
purport to sum up the aspirations of a group or an epoch and to 
supply a working agreement between principles in themselvK 
irreconcilable, it lacks the definiteness of a purely individualistic or 
theoretical system. Its ideas are borrowed from various sources; 
but it is not always scrupulous in recognising this. 

It is first and foremost a reaction, not against the fundamental 
ideas of the English Classical school, as is generally befieved, but 
against the exaggerations of their second-grade disciples, the admirers 
of Bastiat and Cobden — known to us as the “ Optimists ” and 
styled the “ Manchestrians ” in Germany. The manifesto, drawn 
up by Professor SchmoUer at the Eisenach Congress, speaks of 
the “ Manchester school,” but makes no mention of the Classical 
writers.® It is true that a great many German writers r^ard 
the expressions “ Smithianismus ” and Manchesterthum ” 


as 


» In addition to Wagner we might mention Albert ScbaetBc, who bae ehown 
considerable literary activity, but who is more of a sociologist than an economist. 
EEs grebt work, Bau vnd Lebm dts eoztalen Kdrpo’e (1876-78), contains an m^anic 
and biolt^'cal theory of society, but his best known book is the Quirdesttm de* 
Sozialimtts. 

* Wegner’s principal works, which contain an erpeeition both of the^id^ 
and programme of State Socialism, are Grundkgung (Ist ed- 1876), translate into 
ftenoh in IDOO under the title FondemaUs de rBamomie pditiquei Firutra- 
uriuenschafit his article 5/a^ in the Bandwdrterbuch der Siaalsteusenschajieai 
and especially two articles entitled Finansudesenechaft and StaatssozMismm, 
published in the Zeitechriftfur die gextmmte Slaaiewixsenediafl, 1887, pp. 37-122, 
675-746. One. might profitably consult two addresses, the one of March 29, 
1895, Sozialiemus, SoziaUemokrade, Kalheder tt. Staaiesoa'alismvs, the other, cd 
April 21, 1892, Das neue sozialdemobraiiscJie Programm. 

* It is a enrions fact that Wagner’s definition of the province and fonctiona 

of the State is not very different from Smith’s, though differing considerably 
from Bastiat’s. “ As a general rule,” says he, *' the State should take charge 
of those operations which are intended to sati^ the wants of the citizens, but 
which private enterprise enr volrmtary associations acting for the oonum^ty 
cititer caimot undertake or cannot perform as well or as cheaply.” {Orundkgwig, 
3rd ed., 1893, iBt part, p. 916.) • . : 
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synonymous, but these are perhaps polemical exaggerations upon 
which we ought not to lay too much stress. On the other hand, 
Liberalispa had nowhere assumed such extravagant proportions as 
it had in Germany, Prince Smith, who is the best-know'n repre- 
' sentative of Liberalism after Dunoyer, was convinced that the 
State had nothing to do beyond guaranteeing security, and denied 
that there w'as any element of solidarity between economic agents 
save such as results from the existence of a common market. “ The 
economic community, as such, is a community, built upon the 
existence of a market, and it has no facility to offer other than 
free access to a market,” ^ 

The State Socialists, on the contrary, are' of opinion that 
there exists a moral solidarity which is much more fundamental 
than any economic tie between the various individuals and classes 
of the same nation — such solidarity as. results from the possession 
of a common language, similar manners, and a uniform political 
constitution. The State is the organ of this moral solidarity, and 
because of this title it has no right to remain indifferent to the 
material poverty of a part of the nation. It has something to do 
besides protecting people against internal or external violence. It 
has a real work of ” civilisation and %yell-being ” * which it ought 
to perform. In this way State Socialism becomes reconciled to the 
philosophic standpoint which Lassalle had chosen for it. Lassalle’s 
insistence upon the mission of Governments and the importance 
of their historic role has been incorporated into its system, and 
the attention that is paid to national considerations reminds one 
of the teaching of Friedrich List. 

. ■ It is impossible not to ask whether the State is capable of carrying 
out the duties that have been entrusted to it. There is little use in 
emphasising duty where there is no capacity for discharging it. 
The State’s incapacity as an economic agent has long been a notorious 
fact. Wagner and his friends were particularly anxious to correct; 
this false impression, and as far as their doctrine contains anytliing 
ori^nal it may most conveniently be described as an attempt to 
rehabilitate the State. Optimists of Bastiat’s genre looked upon 
the State as the very incarnation of incapacity. The State Socialists, 
on the other hand, regard government as an economic agent very 

* " Liberalism only recognises ono task which the State can perforin, namely, 
tho production of Eccurity.” (Quoted by Schonberg, EaruIbwJi dtr polilisehen 
Oehonomie, 3rd ed., vol. i, p. 61. The quotation is taken from Bentzaoh’s dio» 
tionaiy, articles on Freihandcl and Ilandelsfreihtil,) - 

* " Kultur tmd Wohlfahrtzwcck ” (Wagner, Orundltgwg, p. 686.) 
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similar to other agents which the community emplo}*s, only a little 
more sympathetic pcriiaps. Much of their argument consists of an 
attempt to create a presiunption in favour of government as against 
the ordinarily accepted opinion which indix-idualism had begotten. 
Such was the nature of the task which they imdertook. 

Their first action was to insist upon the weaknesses of individuals. 
Following in the wake of Sismondi and other socialists, they 
emphasised the social inconveniences of competition, which is, 
however, generally confused with individual liberty.^' They also 
insisted upon the social inequality of masters and workers when it 
comes to a question of wage-bargaining — a fact that had already 
been noted by Adam Smith — as well as upon the universal opposition 
that exists between the weak and the strong. The inadequacy of 
merely indir'idual effort to satisfy certain collective wants is another 
fact that was considerably emphasised. 

As far back as the year 1856 Dupont-White, a Frencliman, 
had complained bitterly that all the paths of civilisation remained 
closed merely because of the existence of one obstacle — the infirmity 
and mafignity of the indi^iduaL® He also attempted to show how 
the collective interests of modern society are becoming increasingly 
complex in character and of such magnitude as to be utterly beyond 
the compass of indmdual thought.* “ There are,” says he in that 
excellent formula in which he summarises the instances in which 
State inter%*ention may” be necessary, “ certain ^^tal things which 
the individual can never do, either because he has not the necessary 
strength to perform them or because they would not pay him ; or, 
again, because they require the co-operation of every’body, which 
can never be got merely by common consent. The State is the one 
person — the enireprencur — ^who can undertake such tasks.” * But 
his words went unheeded. 

Writing in a similar vein, Wagner invokes the testimony of 
history in support of his State doctrine, showing us how the State’s 
functions vary from one period to another, so that one never feels 
certain about prescribing limits to its action. Individual interest, 
private charity, and the State have always had to diride the 
field of actirity between them. Never has the first of these, taken 
by itself, proved sufiScient, and in all the great modern states its 

* Wagner, Grundlegung, 3rd ed., pp. 81 1 tt etq . ; 839 tl ttq. The State Socialist 
have a habit of wrongfully csing the two expressions “free competition” and 
“ economic liberty ” as if they were synonymons terms. See GrurMcgting, p. 97. 

* Dnpont-White, VIndhddu a VEtal. 5th ed., p. 9. * Ihid., p. 207. 

* Preface to Stnart Mill’s lAbaiy. 
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place is taken by State 'action. To conclude that this solution 
was useful and necessary and in accordance with the true law of 
historical development only involved one further step.^ One 
almost unconsciously proceeds from the mere statement of a' fact 
to the 1 definite formulation of a law. “ Anyone,” says Wagner, 
“ who has appreciated the immanent tendencies of evolution (t.c, 
the essential features of economic, social, or political evolution) 
may very properly proceed firom such a historical conception of 
social' evolution to the formulation of postulates relative to %vhat 
ought to be.” * In virtue, of this conception there is a demand for 
the extension of the State’s functions, which may easily be justified 
on the ground of its capacity for fxirthering the well-being and civilisa- 
tion of the community. The influence of Rodbertus’s thought, 
especially his theory concerning the development of governmental 
organs to meet the needs of a higher social development,® is quite 
unmistakable in this connection. 

The similarity between his views and those of Dupont-White, 
though entirely fortuitous, perhaps, is sufficiently remarkable to 
justify our calling attention to it. Wlrite is equally emphatic in 
his demand that the State should exercise charity and act bene- 
ficently.* He shows how the modem State has extended its 
dominion, substituting local government for class dominion and 
parental despotism, taking women, children, and slaves successively 
under its care, and adding to its duties and responsibilities in 
proportion as civilisation grows and liberty broadens downward. 
Fresh life requires more organs, new forces demand new regulations. 
But the ruler and the organ of society is the State.® In a moment 
of enthusiasm he even goes so far as to declare that “ the State, 
is simply man minus his passions ; man at such a stage of develop- 
ment that he can commune even with truth itself, fearing neither 
God nor his own conscience. However imperfect it may be, the 
State is still vastly superior to the individual.” * Such writing is 
not without a touch of mysticism. 

Without going the extent of admitting, as M. Wagner would 
have us do, that the simple demonstration of the truth of historical 
evolution is enough to justify his policy, we must commend State 

1 Wagner, Grwidlegmg, 3rd ed,, pp. 892 et eeq, 

* Finaimmsitmihail tmd SUiat-isozialitmns, p. 106, 

* See awpra, p. 430. 

* Dupont- White, Capital tl Travail, p. 353 (1847) ; L’Individu el L’Stat, 

p.'81. 

* L’Indiviiu el I’Slal, p. 65, 

•• ‘ Ibid., pp, 163, 164, . 
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Socialism for the service it has performed in combating the Liberal 
contempt for govermnent. If we admit the right of a central 
power to regulate social relations, it is difficult to understand 
why certain economic relations only should be subjected to such 
supervision. 

But the real difficulty, even when the principle is fully recognised, 
is to define the spheres that should respectively belong to the State 
and to the individual How far, within what limits, and according 
to w'hat rules should the State intervene? We must at any rate, 
as Wagner sa5's, begin with a rough distribution of attributes. It 
is impossible to proceed by any other method unless we are to 
assume, as the collectivists seem to do, a radical change in human 
psychology resulting in the complete substitution of a solicitude 
for the public welfare for private interest. 

Dupont'\Miite thought the prpblem insoluble,^ and Wagner is 
equally emphatic about the impossibility of formulating an absolute 
rule- The statesman must decide each case on its merits. He 
does, however, lay down a few general rules. As a first general 
principle it is clear that the State can never completely usurp the 
place of the individual- It can only concern itself with the genera! 
conditions of his development. The personal activity of the individual 
must for ever remain the essential spring of economic progress. 
The principle is apparently the same as Stuart JlilFs, but there is 
quite a marked difference between them. Mill -wished to curtail 
indi%’idual effort as little as possible, Wagner to extend Government 
■action as much as he could. Mill insists throughout upon the nega- 
tive role of Government ; Wagner emphasises the positive side, and 
claims that it should help an ever-increasing proportion of the 
population to share in the benefits of ci\ilisation. No-incon%'enience, 
Wagner thinks, would result from a little more communism in our 
social life. “ National economy should be transferred from the con- 
trol of the indi-ddual to the control of the community in general,” 
he writes, in a sentence that might have been borrowed directly 

^ “No means has as yet been snggesfcd •which wiil help to delimit the 
fnnetioas of the State from those of the iadividnal Bnt that is not a considera- 
tioa of any great moment, for we can always arrange matters so as to make them 
balance ronghly when it comes to a particnlar case.” [Vlndividu d 
293 and 301.) Elsewhere (in his preface to Mill’s Liberty) he gives it as his 
opinion that such a delimitation is impossible, and that when we arc Bjieaking 
of the State and the individual we are speaking of two distinct powers, such as 
life and law (p. vii). Law Las to follow in the footstejra of life, reproving its 
excesses and correcting its faults (p. xiii). 

* Wagner, Grundhgvng, p. 887, 
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from Rodbertus.^ Both he and Mill are agreed that the limit of Govern- 
ment action must be placed just at that point where it threatens to 
cramp individual development.* 

The practical application of these ideas would affect both the 
production and the distribution of wealth. But on this question 
Stale Socialism has done little more than seize hold of ideas that 
were current long before its day. 

In the matter of distribution it takes exactly the same stand- 
point as Sismondi. There is no condemnation either of profits or 
interest as a matter of principle, such as is the case with the Socialists, 
nor is there any suggestion of doing away with private property as 
the fundamental institution of society ; but there is the expression 
of a desire for a more exact correspondence between income and 
effort* and for such a limitation of profits as the economic con- 
juncture \vill allow of, and, on the other hand, for such an increase 
of v/ages as will permit of a more humane existence. It is impossible 
to disguise the fact that all this sounds very vague.* 

The State would thus undertake to see that distribution con- 
formed to the moral sentiment of each period. Taxation was to be 
employed as the instrument of such reforms. Dupont-White, in 
his Capital ei Travail,^ which was written as early as the year 

* State enterprise is to bo recommended wherever possible, “ not only for 
epcoiiio reasons which make the State ownership of certain industries highly 
desirable, but also for reasons ol social policy, such as the advisability ot helping 
industry to pass from a rhjime of individual ownership to that of common-al 
control.” (Ftnamwissenschafl find Staaissozialiftmus, ■p, 116.) 

’ Dupont-White 'b individualism is as animpcacbablo as Wagner’s, which 
proves tliat an individualist need not always bo a Liberal. “ The author of 
Liberty" says he in his preface to IDlI’s lAberiy, p. Ixxsix, " has a keen sympathy 
for individualism, which f share to the full, though without any misgivings os to 
tho future destiny of this unalterable element. Individualism is life. In that 
sense individualism is imperishable.” 

* Cf., for example, Sohmollcr’s open letter to von Trcitschko (1874-75), 
translated in his Politique sociale cl Sconomie politique (Paris, 1002). To the 
objection that tho civil list ot European monarchs is condemned in principle 
SohmoUcr replies that he is “speaking of the average man,” but that “tbeHohen- 
zollems, when considered in (bis light, have no more than they deserve ” (p, 92). 
Wo suspect that thus argument will not carry much weight outside Germany. 

* Wagner recognises tho arbitrary nature of his suggestions. Theoretically, 

he says, this method of procedure is quite legitimate, but practically it is not so 
simple, “ for tho object, in short, is to employ tho principles of equity and of social 
utility, which are by no means difficult to formulate, and to transmute those 
principles into legislative enactments, so ns to put a check upon tho arbitrary 
and excessive accumulation of wealth in the hands of a few individuals, such aa 
is tho case under a rigime of free comixstition." {Finanzxritsemdiajl und Stoat* 
tozialismut, p. 719.) ‘ P. 398. 
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1847, had hit upon the predse formula in which to describe these 
projects ; “ To levy a tax such as will strike the higher classes and 
to 'apply the yield to help and reward labour.” Wagner says just 
the same thing. “ Logically State Socialism must undertake two 
tasks which are dosely connected with one another. In the first 
place it must raise the lower strata of the working classes at the 
expense of the higher dasses, and in the second place it must put, 
a check upon the excessive accumulation of wealth among certain 
strata of society or by certain members of the propertied dasses.” ^ 

In the matter of production State Socialism has simply been 
content to reproduce the list given by Mill, Chevalier, and Cournot 
of the cases in which there is no economic principle against the 
direct control or management of an industrial enterprise by the 
State. Speaking generally, Wagner is of the opinion that the State 
should take upon itself the control of such industries as are of a 
particularly permanent or universal character, or such as require 
either uniform or specialised methods of control or are likely to 
become monopolies in the hands of private indidduals. The same 
argument would apply to industries satisfying some general want, 
but in which it is almost impossible to determine the exact advantage 
which the constuner derives from them. The State administration 
of rivers, forests, roads, and canals, the nationalisation of railways 
and banks, and the mimicipalisation of water and gas, are justified 
on the same grounds. 

Such are the essential features of •State Socialism, which bases its 
appeal, not on any precise criticism of property or- of unearned 
income, such as we are' accustomed to get from the socialists, but 
entirdy upon moral and national considerations. A juster distribu- 
tion of wealth and a higher well-being for the working classes 
appear to be the only methods of maintaining that national unity 
of which the State is the representative. But it neither specifies 
the rules of justice nor indicates the limits of the ameliorative 
process. The fostering of collective effort affords another means 
of developing moral solidarity and of limiting purely selfish action 
but the maintenance of private property and individual initiative 
seemed indispensable to the growth of production — a consideration 
which renders it inimical to collectivism. Its moral character 
explains the contrast between the predse nature of some of its 
positive demands and the somewhat vague character of- its general 
prindples, which may be applied to a greater or lesser extent accord- 
ing to individual preferences. It is impossible to deny the essentially 

* FixuinsiBUteivBchafl%‘nd SUujletozialigmutf'p.TH- 
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Bubjective character of its criteria, and this affords some indication 
'of the vigorous critidsm offered by the economists, who. are above 
all anxious for scientific exactitude, and the measure of enthusiasm 
with which it has been welcomed by all practical reformers. It 
forms a kind of cross-roads where social Christianity, enlightened 
conservatism, progressive democracy, and opportunistic socialism all 
come together. 

But its success was due not so much to the value of its principles 
as to the peculiar nature of the political and economic evolution 
toward the end of the century. Its most conspicuous representa- 
tive in Germany was Prince Bismarck, who was totally indifferent 
to any th'eory of State Socialism, and who preferred to justify 
his policy by an appeal to the principles of Christianity or the 
Prussian Landrecht.^ One of his great ambitions was to con- 
solidate and cement the national unity which he had succeeded 
in creating. 'A system of national insurance financed and controlled 
by the State appealed to him as the best way of weaning the working 
classes from revolutionary socialism by giving them some positive 
proof of the sympathy of the Government in the shape of pecuniary 
interest in the welfare of the empire. In a somewhat similar fashion 
the French peasant became attached to the Revolution through the 
Bale of national property. “ I consider,” says Bismarck, speaking 
of invalidity insurance, “ that it is a tremendous gain for us to 
have 700,000 annuitants among the very people who think they 
have nothing to lose, but who sometimes wrongly imagine that 
they might gain something by a change. These individuals would 
lose anything from 115 to 200 marks, which just keeps them above 
wa*ter. It is not much, perhaps, but it answers the purpose admir- 
ably.” * Such was the origin of those important laws doling 
wth sickness, accidents, invalidity, and .old age which received 

* The imperial message of November 17, 1881, annotmoLng the celebrated 
Berics'of Insurance Acta admits the necessity for a more marked policy of State 
intervention : “ To lay bold of the ways and menus whereby the working cii^raes 
may best be helped is by no means on easy task, but it is one of the highest which 
a moral and Chiislian community can set its heart- upon.” Bismarck, in his 
speech of May 9, 1884, said ; " I unhesitatingly recognise the righto of labour, and 
80 long ns I occupy this place I Bhall uphold them. In so doing I baee my plea, 
hot upon Eooialism, but upon thePrussianLandrecht.” Sectian2 of Art. XIX of the 
Bccond part of the Prussian Landrecht (February C, 1794) reads ns follows ; " To 
such OS have neither the means nor the opportunity of earning their own liveli- 
hood or that of their family, work shall be given, adapted to their strength and 
capacity.” Despite its general tone, it did not contemplate giving relief. 

’ Sxweeh delivered on March 18, 1889, quoted by Brodniti,. Btemareki 
KeiionalChonomischt Ansichten, p. 141 (Jena, 1902), 
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the imperial seal between 18S1 and 1SS9. But just because the 
Chancellor did not consider that there was the same pecuniarv 
advantage to be derived from labour laws in the narrow sense of 
the term — that is, in laws regulating the duration of labour, Sunday 
rest, the inspection of factories, etc. — he was less favourably inclined 
towards their extension. The personal predilection of the Emperor 
William II, as expressed in the famous decrees of Februaiy 4, 1890, 
was needed to give the Empire a new impetus in this direction. 

Accordingly it was the intelligent conservatism of a Gkivemment 
almost absolute in its power, but possessed of no definitely social 
creed, that set about realising a part of the programme of the State 
Socialists. In England and France and the other countries where 
political- liberty is an established fact similar measures have been 
carried out at the express wish of an awakening democracy. The 
working classes are beginm'ng to find out how to utilise for their 
o-\vn profit the larger share of government which they have recently 
secured. Progressive taxation, insurance, protective measures for 
workmen, more frequent intervention of Go%'emment with a riew 
to determining the conditions of laboxir, are just the expressions 
of a tendency that operates independently of any preconceived plan. 

The regulation of the relationship between masters and work- 
men gave to State Socialism a legislative bias. Governments and 
municipalities have long since extended their intervention to the 
domain of production, the new character of social life rather than 
any social theory being again the determining motive. Public 
works, such as canals, roads, and railways, have multiplied enor- 
mously in the course of the nineteenth century, thanks to the 
existence of new productive forces. The demand for public services 
has increased because of the increasing concentration of population. 
Communal life keeps encroaching upon what was formerly an 
isolated, dispersive existence, and community of interest is extending 
its sway in village and borough as well as in the great city and the 
nation at large. Industry also is being gradually linked together,, and 
the area of free competition is perforce becoming narrower. In tlie 
labour market, as weU as in the produce and the money markets, 
concentration has taken the place of dispersion. Monopoly is 
everjnvhere. Collective enterprise, instead of being the exception, 
tends to be the rule, and public opinion is graduall}’ being reconciled 
to the idea of seeing the State— the" collective being ’’par excellence 
— ^becoming in its turn industrial. 

Under conditions such as these it was impossible that the 
doctrine of State Socialism should not influence public opinion. 
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State Socialism has the peculiar merit of being able to translate 
the confused aspirations of a new epoch in the history of politics and 
economics into practical maxims without arousing the suspicions 
of the public to the extent that socialism generally does. Legis- 
lators and public men generally have been supplied with the necessarj' 
arguments with which to defend the inauguration of that new policy' 
upon which they had secretly set their hearts. A common ground 
of action is found for parties that are generally opposed to one 
another and for temperaments that are usually incompatible. That 
is the outstanding merit of a doctrine that seems eminently suitable 
for the attainment of tangible results. 

And so by a curious inversion of functions by no means excep- 
tional in the history of thought. State Socialism at the end of the 
century finds itself playing the part of its great adversary, the 
' Liberal Optimism of the early century. One of the outstanding 
merits of that earlier Liberalism was the preparation it afforded for 
a policy of enfranchisement or Uberty, wliich was absolutely necessary 
for the development of the industrial rigitne. And so it became the 
interpreter of the great economic currents of the time. In pursuance 
of this exclusive task all traces of its scientific origin disappeared, 
the elaboration of economic theory was neglected, and the habit of 
close reasoning so essential to systematic thinking was abandoned. 
In a somewhat similar manner State Socialism has become 
the creed of all those who desire to put an end to the abuses 
of economic liberty in its extremer aspects, or such as arc generally 
concerned about the miserable condition of an increasing number 
of the working classes." Absorbed in immediate matters of this 
kind, the promoters of State Socialism have managed to influence 
practical politics vdthout shedding much light upon economic 
theory. And now they in their turn find their system threatened 
by the fate which awaits all political doctrines. Even at the present 
moment one is tempted to ask whether this gro%ving multiplicity of 
State function is not in danger of arousing on the part of consumers, 
entrepreneurs, and workmen a general feeling of contempt for the 
economic capacity of the State. 

In conclusion, wc must note another characteristic fact. 'Whereas 
during the greater part of the nineteenth centurj' the attacks of 
Socialism were directed against Liberalism and economic orthodoxy, 
Neo-Marxian S3mdicalism is concentrating its attention almost 
exclusively upon State Socialism. Sorel emphasises the similarity 
that exists between Marxism and Manchesterism, and on more 
then one point he finds himself in agreement with a “ Liberal ” 
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like Pareto. On the other hand, no words are sufficiently \igorouj 
to express his condemnation of the partisans of social peace and 
interventionism, which appear to him to corrupt the working classes. 
Syndicalist working men have on more than one occasion shovn 
their contempt for the State hy refusing to avail themselves of 
measures passed on their behalf — old-age pensions, for example. 
This attitude is perhaps due to the influence of the anarchists upon 
the leaders of Trench syndicalism. 

The.fusion of these two currents of ideas — the Neo-Mafxian and 
the anarchist — and their effect in turning the attention of the French 
working classes away from State Socialism, is an interesting fact 
whose political results will by no means prove negligible.^ 

^ The well-kno-wn German economist Professor Leads has unfortunately not 
been mentioned in this chapter, for the Gottingen professor has the misfortnns 
of being neither a State Socialist nor a member of the Historical school. His 
works, dealing with various topics — money, the population theory, and general 
economic theory — are scattered through a number of reviews and other publica- 
tions, especially the JahilmchtT fur Nciiondldhov/ymu und Slatieiih, Schonberg’s 
Handbuch, and the great Hcmdworteriuch der Siaalsinssemchaften. TTiq writingE 
ere distinguished not only hy a definitely scientific method of treatment, but 
also by a remarkable clearness of thought. While appearing to continue the 
tradition of the Clasacal school, ho takes care to reject the optimistic concluMons 
which are too often regarded as an inseparable element of that tradition. In 
1900 Lexis gave us a general rlsvmi of his teaching in the AUgtmtiut FoIIs- 
witischafUlthrt, where he treats of the economic world as concerned merely 
with the circulation of goods. In addition to an interesting theory of crises, 
upon which we cannot dwell just now, the most original part of the work consists 
of » theory concerning the method of distributing the social product between 
workers and oapitaliste. Lexis thinks that all material goods arc produced by 
labour and measurable in terms of labour. The problem then is to determine 
where the capitalist gets his income. The capitalist’s profit is not the result of 
exploitation, as Marx thought, hut is simply what is added to the sale price — a 
sum corresponding to the capitaUst’s interest is added to the sum representing 
the workmen’s wages. Profit originates.in the sphere of circulation. But how 
will this increased sale price benefit the capitalists, seeing that under existing 
conditions the workers can only buy the equivalent of the products wMch they 
have already helped to produce ? We need to remember, however, that they 
produce for the' capitalist as well as for themselves, and vrith the money thus 
obtained the working classes are enabled to buy whatever they need at market 
prices, i.e. at a price that includes interest, which constitutes the capitalist’s 
profit. Whenever the capitalists themselveE purchase goods made by them- 
selves they are rMiprocally benefiting one another. Their class position is not 
modified by such procedure, for each eulrepreneur simply draws profits in propor- 
tion to his capital. And so we avoid the most serious objection which can be 
raised to Marx’s theoij'. This explanation of the surplus value received by 
the capitalists is at least very ingenious. Lexis has been mostly influenced 
by Marx and Eodhertus, and has attempted a fusion of their more vigorous 
conceptions. Despite the objections that might be raised to it, the work ii 
certainly one of the most original of recent years. 
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CHAPTER IH; MARXISM 

I: KARL MARXi 

Everyone knows of the spell civst over the socialism of the last 
forty years by the doctrines of Karl Marx and the contempt with 

• Karl Marx, generally spoken of as. a Jew, was bom on Llay 6, 1818, of 
Jewish parents who had been converted to Protestantism. Born of a respoefc- 
able hourgtois family and wedded to the daughter of a German baron, few 
wonld have predicted for him the career of a militant socialist. . Such was to bo 
his lot, however. In 1843, at the age of twenty-five, the authorities having 
suppressed a newspaper which ho was conducting, he fled to Paris, and thence 
to Brussels. Returning to Germany during the Revolution of 1848^ in which 
he took an active part, ho was again expelled, and this time took refugo in London 
(1849). Here he spent the rest of his life (about thirty years), leaving for Franco 
a short time before his death in 1883. He died at London on March 14 in that 3'cat, 

Although Marx was one of the founders and directors of the famous associa- 
tion known as the “ International,” which was the terror of every European _ 
Government between 1803 and 1872, ho was not a mere revolutionary like his 
rival Bakunin, nor was he a famous tribune of the iieoplo like Lassallo. He 
was essentially a student, on affectionate father, like Proudhon, an indefatigable 
traveller, and a man of great intellectual culture. 

The beat known of his works, which is frequently quoted but seldom read, 
is Das Kapifal, of which the first volume — the only one published during Ids life- 
time — appeared in 1807. The other two volumes were issued after his death, 
in 1886 and 1894, through the efforts of his collaborator Engels. 

This book has exorcised a great influence upon ninctccnth-ccntury thought, 
and probably no work, with the exception of the Bible and the Pandects, baa given 
rise to such a host of commentators and apologists. Jlarx’s other writings, though 
much less frequently quoted, are also exceedingly important, especially La 
Misire dt la Philasophie, published in 1847 in answer to Proudhon’s Lcs Cordra- 
diciiovs Sconomiquts\ Zur Kritik der politischen Oehtnomie (1869); and par- 
ticularly the ComiMmist Manifesto, published in January 1848. The Manifesio 
is merely a pamphlet, and at first it attracted scarcely any attention, but Labriola 
goes BO far ns to say — ^not without some exaggeration, perhops — that “the date of 
its publication marks the beginning of a new era ” (Essai ear la G ncsplion 
tnaiirialislt de I’Eislnire, p. 81). At any rale, it is the breviary of modem 
socialism. There is scarcely a single ono of its phrases, each of wliich stings like 
a dart, that has not been invoked a thousand times. The Programme of (he 
Communist Manifesto is included in Ensor’s Modem Socialism. 

It is a much-debated question as to whether Karl STorx was influenced by 
French socialists, and if so to what extent. On tho question of lus indchtednena 
to Pecqueur and Proudhon see Bourguin’s article in La Ecme d'Economie poli- 
tique, 1892, on Des Jlapporls enire Proudhon ei E. Marx. Proudhon’s work, 
at any rate, was known to him, for ono of his books was a refutation of the 
doctrines of tho petit bourgeois, as ho called him. Certain analogies between 
the works of these two writers to which wo shall have to call attention will 
help us to appreciate tho extent to which Marx is indebted to Proudlioru But, 
as Anton Monger has pointed out, wo must seek Marx’s antecedents among 
S.II. y 
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which this newer so-called scjentifiC' socialism refers to the e^lier or 
Utopian kind. But what is even more striking than the success o{ 
Slarxian socialism is its want o£ sjrmpathy with the heretical 
doctrines of its predecessors the Communists and Fourierists, and 
the pride it takes in regarding itself as a mere development or 
rehabilitation of the great Classical tradition. 

To give within the limits of a single chapter a risuml of a doctrine 
that claims to review and to reconstruct the whole of economic 
theory is clearly impossible, and we shall merely attempt an exami- 
nation of two of Marx’s more essential doctrines, namely, his 
theory of surplus labour and value and his law of automatic appro- 
priation, more familiarly but less accurately known as the law of 
concentration of capital. The first is based upon a particular con- 
ception of exchange value and the second upon a special theory 
of economic evolution. To employ Comtean phraseology, the one 
belongs to the realm of economic statics, the other to the domain 
of economic djmamics. 

1. Surplus Labour and Surplus Value 

The laborious demonstration which follows will become clearer if 
we remind ourselves of the objects Marx had in view. Marx’s aim was 
to show how the propertied class had always lived upon the labour of 
the n on-proper tied'classes^tbe Assessors upon the non-possessing. 

, This was by no means a new ideaT^^ we have already made its 
, acquaintance in the ^v^it^ngs of Sismondi, Saint-Simon, Proudhon, 
and Rodbertus. But the essence of the criticism of these writers 
was always sodal rather than economic, the institution of private 
property and its injustice being the chief object of attack. Khrl 
Marx, on the other hand, deliberately directed the gravamen of 
the charge against economic science itself, especially against the 
conception of exchange. He endeavours to prove that what we 
caU exploitation must always exist, that it is an inevitable outcome 
of exchange — an economic necessity to which both master and man 
must submit. 

It is convenient to begin with an examination of economic value. 
Jlarx lays dmvn the doctrine that labour is not the measxnre 
English socialists, m the works of wxUets like Thompson especially. Not 
roust we forget his friend and collaborator Friedrxh Engels, who for the sake 
of his master has been content to remain in the background. Engels col- 
laborated in the publication of the famous 3'an'fcsUi in ISLS, and it was 
ho who pionslr collected and edited Eiarl jiarx's posthumous work. It is 
diScnlt to know exactly what part he pls-ved in the development of idarx 6 ideas, 
but it is highiy probable that it was considerable. 
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and ca\we of value, but that it is also its substance. Wc have 
already had occasion to note how Ricardd'was'somewhat favourably 
inclined to the same view, though hardly willing to adopt it. There 
is no such hesitation on the part of Marx : it is all accepted in a 
characteristically thorough fashion. Of course, he does not deny 
that utility is a necessary condition of value and that itjs really the 
only consideration. in the case of “ _vaiue Jn use.” But utility alone 
is not enough to explain value in exchange, since every act of 
exchange implies some common element, some degree of identity 
between the exchanged commodities. This identity is certainly not 
the result of utility, because the degree of utility is different in every 
commodity, and it is this difference that constitutes the raison d'etre 
of exchange. The common or homogeneous clement which is 
contained in commodities themselves heterogeneous in character i 
is the quantity of labour, great or small, which is contained in them. 
The value of every commodity is simply the amount of crystallized I i 
human labour -which it contains, and commodities differ in value 1 1 
according to the different quantities of labour which are “ socially!; 
necessary to produce them.” ‘ 

Let us take the case of a working man, an .employee in any 
kind of industry, working ten hours a day. 

What will be the exchange value of the produce of his labour ? 

It will be the equivalent of ten hours’ labour, -ivhether the com- 
modity produced be cloth or coal or what not. And since the 
master or the capitalist, as Marx always calls him, in accordance 
with the terms of the wage bovgain, reserves for liimsclf the right of 
disposing of that commodity, he sells it at its real value, which is 
the equivalent of ten hoims’ labour. 

* Marx calls attention to the fact that oven Aristotle ivas pnzzlcd by thi-s 
common element which exchanged objects seemed to posses.-?, and by the fact 
that exchange appeared to make them of equal valnc. Wo say that 5 beds 
1 house. “ What is that equal Bomething, that common eubstanoe, -which admits 
of the value of the beds being expressed by a house ? Such a thing, in truth,' 
cannot exist, says Aristotle. And why not ! Compared with the beds the 
faou.so does represent something equal to them, in eo far as it represents what is 
really equal, both in the beds and the house. And that is — human Labour.” 
[Kapilal, p. 29 j Moore tmd Avcling's translation — to which the Trau'-lafor is 
indebted for the Bucoceding quotations also. 

“If wo make abstraction from itsnso-valuo wo make abstraction at the came 
time from the material elements and filiapca that make the product a uec-valuo. 

. . . Its existence aa a material thing is pnt out of sight. Neither can it any 
longer bo regarded as the product of the labour of the joiner, the mason, the 
spinner, or of any other definite kind of productive labour . . . there ik notliing 
left but what is common to them all ; all arc reduced to one and the same sort 
of labour — human labour in the abstraot.” {Hid., p. C,) 
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Tbe irrorter himself is cut off -with a -wage which simply repre- 
.sents the price which the capitalist pays for his labour force {Arheits- 
hrafi), and the capitalist reserves to himself the right of disposing 
of the commodi^ at his own good pleasure. Its value is determined 
in the same way as that of every other exchangeable commodity. 
Labour-force or manual labour is just a commodity, and its value 
is detenmned by the number of hours of labour necessary for its 
production.^ 

“ The quantity of labour necessary to produce the labour-force ” 
is a somewhat formidable expression, and it is very difficult for any 
one who is beginning a stud}’- of Marx to appreciate its significance, 
but it is very essential that we should trj% since e^'erj'thing turns 
upon a clear understanding of this phrase. But it is really not so 
mysterious after all.' Suppose that instead of the labour of an 
artisan we take the work of a machine. No engineer would be 
surprised if we asked him the running expenses of that machini^ 
and he might reply that it was costing one or two tons of coal per 
hour or eight or twelve per diem ; and since the value of the coal 
merely represents a certain amount of human labour on the part 
of the coal-miner, there would be no difficulty in expressing it in 
terms of labour. Under the wage system the labourer is simply a 
machine, differing from the latter merely in the smaller quantity 
of wealth which he produces. The value of an hour’s labour or a 
day’s toil can be measured by the quantity of necessaries required 
to keep the worker in full productive efficiency during that period. 
Every empIo 5 ’’er who pays wages in kind — which is still the case in 
agriculture — always makes that kind of calculation, and even when 
the worker is paid- a money wage things are much the same, for 
the money simply represents the cost of those necessaries. 

Let us proceed a step farther. The.yalue of the commodities 
necessary fqrtheupkcep„of.Jabour- -is never equal to the.yalue of 
the-prodiuce of that labour. In the instance given it would not equal 
the‘valuel5f^n~hburs’ labour — ^perhaps not even five. Human 

i '* The capitalist epoch is therefore characterized hy-this, that labour-povrer 
takes in the eyes of the labourer himself the form of a commodity which is 
his property ; his labour consequently becomes wage-labour. . . , Given the 
indi-t-idual, the production of labonr -power conrists in his reproduction of himself 
or his maintenance. For his maintenance he requires a given quantity of the 
means of subsistence. Therefore the labour-time requisite for the production 
of labour-power reduces itself to that necessary for the production of those 
means of subsistence: in other words, the value of labour -power is the value 
of the means of subsistence necessary for the maintenance of the labourer,' 
{Kapit<d, p. 149.) 
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labour under 'normal^conditions always produces more than the 
merTValue of the goods consumed.^ 

This^S~tli“crux"of 'the^’pFoblem. The mystery surrounding 
capitalist production is at last solved. The value produced by the 
labourer passes into the hands of the capitalist, who disposes of it 
and gives back to the labourer enough to pay for the food con- 
sumed by him during the time he was producing the commodity. 
The difference goes into the capitalist’s pocket. The product is 
sold as the equivalent of ten hours’ labour, but the labourer 
receives the equivalent of five hours only. Marx speaks of this as 
surplus value {Mehnoerth), a term that has become, exceedingly 
popular since.® 

Thus the capitalist gets ten hours’ labour out of the work- 
man and only. pays him for five,® the other five hours costing 
him nothing at all. During the first five hours the workman produces 
the equivalent of his wages, but after the end of the fifth hour he 
is working for nothing. The labour of this extra number of hours 
during which the surplus value is being produced and for which the 
worker receives nothing Marx calls si^lusjabo ur. By that he 


' This demonstration implies that the wages drawn by the worker is neces- 
sarily only just equal to the value of the means of bis subsistence. It is the 
old classic law of Turgot and Ricardo over again, which Lassalle, Marx’s con- 
temporaryand rival, graphically called the •• brazen law of wages,” Wo are simply 
given a more scientific demonstration of it, that is all. 

The demonstration is based upon a postulate which ought first to have been 
proved, namely, that the quantity of labour necessary to keep the worker alive 
is always less than the quantity which ho provides for bis master. But what 
is there to prove that a man who works ten hours a day does not require all 
those ten hours to produce sufficient for his upkeep 7 Is there some natural 
law that supports this contention I Marx simply regards it as an axiom and 
attempts no proof. Everyone would admit it to be true in a general way — 
as a kind of empirical law. For were it true that man’s labour was wholly 
absorbed by the necessaries of life there would he no increase of numbers, no 
saving of capital, and civilisation, wliich is the product of leisure, would never 
have been possible. 

What wo have here ia the Physiooratio “ net product ” once again, with this 
difforonce, that instead of being confined to agricultural labour it is now regarded 
as an attribute of labour of every kind. 

’ See p. 184 for what is said of Sismondi and hia conception of “ increment 
value,” 

. ' It is necessary to point out that this proportion, which gives half the value 

to hand labour, leaving 100 per cent, surplus value, is put forward merely for 
the sake of illustration. Some Marxians, however, among whom is Jules Guesde, 
claim that this is actually the proportion in practice. Marx himself would 
probably have been more moderate in his estimate, heca\iso in one part of his 
thesis ho aooopta the statement of English manufacturers who declared that it 
was just the last hour that gave them their profile. 
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means the supererogatory labour vrhich yields nothing*to the worker, 
but merely involves an extra tax upon his energies and simp’v 
increases the capitalist’s fortune. 

Naturally the capitah'st’s interest is to augment this surplus value 
which goes to swell his profits. This can be effected in a number ol 
ways, and an analysis of some of these processes is one of the most 
characteristic features of the Marxian doctrine. This analysis may 
be summed up under two main divisions. 

1. The first method is to prolong the working day as much 
as possible in order to increase the number of hours of surplus 
labour. If the number of working hours can be increased from 
ten to tivelve the surplus will autoinatically grow from five to seven. 
This is exactly what manufacturers have always tried to do. Factory 
legislation, however, has forced some of them to limit the number 
of hours, and this has resulted in checking the growth of surplus 
value somewhat. But this check applies only to a limited number 
of industries. 

2. A second method is to diminish the number of hours necessary' 
to produce the worker’s sustenance. Were this to fall from five to 
three it is clear that the surplus would again rise from five to seven. 
Such reduction is possible through the perfection of industrial 
organisation or through a reduction in the cost of li\dng, a result 
wliicb is usually effected by means of co-operation.^ The capitalist 
also often manages to bring this about by’ setting up philanthropic 
institutions or by’ employing women and children, who require less 
for their upkeep than adults. Women and children have been taken 
from the house and the task of housekeeping and cookery has 
been left in the hands of the men. But laws regulating the employ- 
ment of women and children have again defeated these tactics.* 

*■ The development of machinery, according to the Slarxian theory, tends 
to reduce the cost of living, and consequently the price of kbour, by producing 
cheaper clothes, furniture, etc., and to a lesser extent cheaper food. 

By parity of reasoning ought it not to reduce the price of goods produced 
by the wage-earner and so lower the surplus value ? We must be careful, 
however, not to confuse a reduction in the price of each unit with a reduction 
in the total value of the articles produced by machinery. A yard of cloth pro- 
duced bv a modem loom has not the same value as a yard produced by an old 
band-loom. But the value of the total quantity produced each day most be 
equal to the value produced by hand, provided the same number of hours have 
been spent npon its production. 

* 2ilarx points out that there are other ways of increasing the amount of work 
done and of adding to the surplus value, such as the speeding up of labour. 
Speeding up does not increase the value of the goods, because the value depends 
upon the time spent upon them, and not upon the intensity of the effort put 
forth, bnt it does lower the cost of production- 
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Such is a very brief summary of Marx’s demonstration. Its 
real originality lies in the fact that it does not consist of commonplace 
recriminations concerning the exploitation of workers and the greed 
of exploiters, but shows how the worker is robbed even when he 
gets all that he is entitled to.* It cannot be said that the capi- 
talist has robbed him. He has paid him a fair price for his labour j 
that is, he has giyen.it its.full exchange value. The conditions of 
the wage bargain have been observed in every particular : equal 
value has been given in exchange for equal value. Given the 
capitalistic rSgirne and the free competition of labour, the result 
could not be othenvise. The -worker, perhaps, may be surprised 
at this unexpected result, which only secures him half the value 
of his labour, but he can only look on like a bewildered spectator. 
Everything has passed off quite correctly. The capitalist, no doubt, 
is a shrewd person, and knows that when he buys labour power he 
has got hold of a good thing, because it is the only merchandise which 
possesses the mysterious capacity of producing more value than it 
itself contains.® He knows this beforehand, and, as Marx says, 
it is “ the source of considerable pleasure to him.” “ It is a par- 
ticularly happy condition of things when the buyer is also allowed 
to sell it wherever and whenever he likes wthout having to part 
with any of his privileges as a vendor.” The result is that the worker 
has no means of defence either legal or economic, and is as helpless 
as a peasant who has sold a cow in calf without kno^ving it. 

• Hitherto we have spoken only of labour. But the outstanding 
personage in the book — the hero of the volume — is capital, whose 

* “Our friend Money-bags . . . must buy his commodities at their value, 
must sell them at their value, and yet nt the end of the process must withdraw 
more value from circulation than be threw into it at starting. . . . These arc 
the conditions of tho problem. Hie Rhoim Ihic saUal" {Kapilal, p. 145.) 
Cf. p. 216, where Bomothing'is said about the different pharc.s tlaough which 
the idea of exploitation has passed. 

Although Slarx never s.ays that the worker is actually robbed by tho capi- 
talist, but simply that the capitalist profits by circumstances which he is power- 
less to change, that has not prevented him treating the capilali.st somewhat 
harshly and unjustly oven, judging from his own point of view. Ho spcala 
of tlio capitalist as “ a vampire which thrives upon the blood of others and 
becomes stouter and broader tho more blood it gets." He might have added 
that no blame could bo attached to tho vampire, seeing that it only obeyed 
tho tendencies of its nature. 

* “ By turning his money into commodities that serve ns the material elements 

of a now product, and as factors in tho-Infaour procc-sa by incorporating living 
labour with their dead substance, the capitalist at the same lime converts value 
•— f.«, past, materialized, and dead labour — into capital, into value big with 
value, a live monster that is fruitful and multiplies,” p. 176.) 
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name appears on the title-page. Our exposition of the Jlarjdan 
doctrine of production vrould accordingly be very incomplete if we 
omitted to make reference to his treatment of capital 

Taken by itself capital is, of course, sterile, for it is understood 
Is th e sole sot^ce^of value. But labour cannot produce 
unless it consumes a certein proportion of capital, and it is important 
that vre should xmderstand something of the combination of capital 
and labour. 

/ "Marx distinguishes between two kinds of capital The first 
serves for the upkeep^ of_the^ working-class population, either in 
the. way of wages or direct subsistence. The older economists 
referred to it as the Wages Fund, and IMarx calls it “ variaWe capital" 
If this kind of capitardow ndt directly take part in prbductionTft is 
this fund, after all, when consumed by labom- that begets value and 
. the surplus which is attached to it. 
y That other kind of capital which directly assists the productive 
•y^ activity of labour b}’- supplying it with machine^^ topis,... etc., 
^ _Marx cans'^xons^SF^ptal" This latter kind of capital which 
not absorbed or vitalized^ by labour, does not result in the 
■_ production of surplus value. It simply produces the equivalent of 
i its value, which is the sum total of all- the values absorbed during 
the time when it was being produced. This constant_capital.„is 
evidently the cr 3 ’^stalli zed product of l abour, and its vafueThke that 
of any other product, is determined solely by the number of hours 
of labour it has taken to produce. • This value, whether it include 
the cost of producing the raw material or merely the cost of labour 
employed in elaborating it, should be rediscoverable in the finished 
product. But there-is nothing more — no surplus. The economists 
refer to this as depreciation, and everyone knows that depreciation 
implies no profits at any rate.^ 

It seems quite obvious that it is to the interest of the capitalist 
to employ only variable capital or at least that it will pay him 
to reduce the amount of constant capital used to the irreducible 
minimum.2 But we are here met with an anomaly which is the 

^ A potter working with his hands makes a vase in ten hours ; each vase, 
then, costs ten hours’ labour. The same potter decides to make a wheel— a 
species of fixed capital. Setting up the wheel was a hundred hours’ task. If be 
still continues to produce only one vase psr diem, which is a perfectly absurd 
proposition, for he would never have gone to the trouble of making the wheel 
if it did not mean some advantage to him, the value of each vase will now be 
10 hours + 100 hours divided by x, which is the number of vases he would have 
produced had he not wasted his time making a wheel. 

• Take two industries, A and B, each employing a capital of £1000, In A the 
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despair of all Marxian commentators, and -vvliicli must have caused 
Marx lumself some amount of embarrassment, if we may judge 
by the laborious demonstration which he gives.^ 

If fixed capital is really unproductive, how is it that modern 
production is always increasing the quahtity of fixed capitalTvhich it 
employs, until this has now become one of its most familiar features ? 
Is it because it yields less profit than that yielded by the smaller 
handicrafts or agriculture ? Again,, how are we to account for the 
variation in the rates of profit in different industries according to 
the different quantities of capital employed, seeing that it is an 
axiom of political economy that under a tigime of free competition 
with equal security for everybody the returns on different capitals 
should everywhere be the same ? 

Marx replies by saying that the rate of profit is the same for all 
capitalists within the country, but that this rate is the average 
of the different rates in all the different industries. In other words, 
it is the rate that would obtain if every industry in the country 
employing var3dng amounts of fixed and circulating capital formed 
a part of one whole. It must not be thought of as a kind of statistical 
average, but simply as a kind of average which competition brings 
about. The result is other than might have been expected.® Those 

amoimfc of fixed capital is £100 and circulating £900. In B the fixed — £900 
and the circulating £100. Admitting that surplus value is at the rate of 100 
per cent., as in the example chosen just now, the total surplus value in A will 
be £900, equal to a profit of 90 per cent, on a capital of £1000. B, on the other 
hand, will only make £100 profit, which is equal to 10 per cent. 

* This explanation only appears in the later volumes, which were published 
after his death. 

It is true that Marx had drawn attention to the contradiction in the first 
volume, but no explanation was forthcoming until the later volumes appeared. 
Having stated that the greater quantity of surplus value is the direct result of 
the greater proportion of circulating capital employed, he proceeds : “ This 
low clearly, contradicts all experience based on appearance. Everyone knows 
that a cotton -spinner who, reckoning the percentage on the whole of his applied 
capital, employs much constant and little variable capital, does not, on account 
of this, pocket less profit or surplus value than a baker who relatively sets in 
motion much variable and little constant capital. For the eolation of this 
apparent contradiction many intermediate terms arc as' yet wonted, as from the 
Btandpointof elementary algebra many intermediate terms are wanted to demon- 
strate that ^ may represent an actual magnitude. . . . Vulgar economy, which, 
indeed, baa really learnt nothing, here, as everywhere, sticks to appearances 
in opposition to the law which regulates and explains them.” (Kap{(al,]p. 274.) 

It is probable that Marx was not very well satisfied with his explanation, 
which may account for his reluctance to publish it during his lifetime. 

’ In the example just given suppose A and B represent-the total industry of 
the country ; the whole national industry will be made up of £900 + £100 
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industries "whieh have a large amount of variable capital — agriculture, 
for example — ^find themselves vrith just the average rate of return, 
but draw much less in the way of surplus value than they had 
expected, and so Marx refers to them as undertakings of an inferior 
character. On the contrary, those industries which possess a large 
amount of constant capital draw more than their capital had 
led them to hope for, and 5Iarx refers to them as industries of a 
superior character.^ Hence those industries which employ a con- 
siderable amount of machinery expand at the expense .of the others. 
It is because the latter kind find themselves in a more favourable 
position, or, in other words, realize greater profits, that they do 
employ surplus labour, from which surplus value is naturally 
derived.^ 

\\TuIe admiring the ingenuity of the dialectics, we must not 
blind ourselves to the simple fact which Marx was so anxious to hide, 
but which is nevertheless implicit in all this, namely, that the rate 
of profit, which means also the value of the goods, is regulated by 
competition — that is, by demand and supply — but bears no relation 
to the quantity of labour employed. We must also remember that 
the entrepreneur, far from seeing his profits diminish as he employs 
less human labour, finds them increasing. This contradiction is 

circniafing capital and £100 £900 fixed — £2000 altogether. II the Eorplns 

value be at the rate of 100 per cent, of the circulating capital, the total capita! 
value wQ! be £900 -f £100 — £1000 on a capital of £2000. or a percentage of 50. 

* Taking the example given on p. 427, the mean of £900 —■ £100 -= £500, and 
industry A, instead of 90 per cent., draw only 50 per cent, profit, while 
industry B, instead of drawing only 10 per cent., will draw 50 per cent. 

. * We have indifierently employed the terms “ profit ” and “ surplus value ” 
simply because the former is a much more familiar word. But we must warn 
the reader against thinking that the two terms are synonymous. The surplus 
value is all that part of the value of the produce which is over and above the 
expenses of labour involved in its production — that enormous slice which becomes 
the property of every class in society except the workers, not merely the employers, 
bnt merchants, landlords, etc.t while profit is that part of the surplus value 
which the employers of labour keep for their own use. The rate of profit also 
is something quite different from the percentage of surplus value, as we shall 
see later. 

We must call attention once more to the different interpretations which have 
been given of the term “proSL” Marx and the English economists take the 
word to comprise the whole revenue of capital under a regime of free competition, 
no distinction being drawn between profit properly so called and inter^t. To- 
dav we understand by profit the income drawn by the enlrcpraieur — zs distinct 
from the capitalist — as the result of certain favourable circumstances, notably 
imperfect competition. 

It would be absurd to speak of a law of equality of profit, seeing that profit, 
ss we have defined it, is, like rent, a differential revenue. 
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just one of those flaws that finally cause the downfall of the majestic 
edifice so laboriously raised by Marx. 

2. The Law of Concentration or ArpROPRiATibN 

The law of concentration of capital,^ which can only be interpreted 

in the light of economic history, is an attempt to show that the 

r6gime of private property and personal gain under which we live 

is about to give place to an era of social enterprise and collective 

property.* Let us try to follow the argument as given by 

Marx. 

Again must we cast back our thoughts to a period before the 
earliest beginnings of capital in the sixteenth century — a period 
when, according to the socialists, there existed neither capital nor 
capitalist. Capital in the economic sense of a mere instrument of 
production must have existed even before this time, but the socialists 
are of opinion that it had quite a different significance then, and 
it is important that we should appreciate their point of view. Their 
employment of the term is closely akin to the vulgar use of the word 
as anything that yields a rent, and yields the said rent as the result, 

* Wo are fully aware of tho fact that our method of approach most appear 
absurd from tho Marxian standjioint, becauso it lays Marx open to the charge 
of starling with a preconceived idea, much after tho style of economists liko 
Bastiat, for example. Such a method, it is contended, is utterly unsoiontiGo 
and unworthy of a great mind liko Marx’s. 

However great ho may have been, wo cannot help thinking that, in common 
with most scientists, ho discovered just what ho was looking for, and it would 
bo difGcuIt to prove that Marx was not a sooirtlist long before bo began tho 
writing of Kap ldl, oven long before ho had consirocted a system at all. 

Our object in stating tho conclusion Orst of all is to help the reader to an 
understanding of tho argument, hut it is quite open to anyone who thinks 
differently to say that Marx had not Iho least idea where tho nnalj’sis would 
lead him. 

• Tho general uso of tho term “ collectivism " is largely due to Marx. White 
“ collectivism ” occurs almost on every page of tho Manifesto, tho term “com- 
munism,” on tho other hand, is never onco employed. 

James Guillaume, in the preface to tho second volume of Bakunin’s works, 
p. rxxvi, gives tho following account of tho origin of tho word “ collectivism ” : 
“ At tho fourth General Congress of the International, held at BMoin 18C9, almost 
every delegate voted in favour of colicotivo properly. But there were two 
distinct opinions cherished by tho delegates present. The German-Swiss, the 
English, and tho German delegates were really State communists. Tho Spanish, 
Belgian, French-Swiss, and most of tho French delegates were federal or anarchist 
communists who took tho name of collcctivisle. Bakunin belonged to the 
second group, and to this group also belonged tho Belgian Paepe and tho French 
Vnriin." Bakunin always spoke of himself ns a collectivist and not a com- 
munist, and in this respect ho difFcra from Marx. Tho habit of thinking that 
all anarchists are communists is largely duo to KropotkiD, 
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not of the capitalist’s labour, but of tbe toil of others. But undes 
the guild system ■which preceded this condition of things the majoritj' 
of the workers possessed most of the instruments of production 
themselves. 

Then follows a description of a series of changes -which -we cannot 
attempt to stud}’ in detail, but which forms a singularly dramatic 
; chapter in the "writings of Marx. Xew means of communication 
are established and new markets opened as the result of important 
mechanical discovenes coupled -with the consolidation of the great 
modern States. The rise of banks and of trading companies, together 
■with the formation of public debts, all this resulted in the concen- 
tration of capital in the hands of a few and the expropriation of the 
small proprietor. 

But all this was only a begfnning. If capital in this newer sense 
of an instrument for making profit out of the labour of others was 
ever to come into its o^vn and develop, if the surplus labour and 
surplus value of which we have given an analysis were really to 
contribute to the growth and upkeep of this capital, it was necessary 
that the capitaUst should be able to buy that unique merchandise 
which possesses such wonderful qualities in the open market. But 
labour-force can never be bought unless it has been prenously 
detached from the instruments of production and removed from its 
surroundings. Every connexion with property must be severed, 
e^^erj' trace of feudah'sm and of the guild system must be removed. 
Labour must be free — that is, saleable ; or, in other words, it “ must 
be forced to sell itself because the labourer has nothing else to sell.” 
For a long time tbe artisan was in the habit of selling his goods 
to the pubh’c -without the inteiv’ention of any intermediaiy, but 
a day da-wned when, no longer able to sell his products, he was 
reduced to selling himself.^ 

The creation of this new kind of property based upon the labour 
of others meant the e.xtinction of that earlier form of property 
founded upon personal labour and the substitution for it of the 
modem proletariat. This was the task to which the bourgeoisie 
resolutely set itself for about three centuries, and its proclamation 
of the liberty of tbe labourer and the rights of man is Just its 
patan of victory. Its task was accomplished. The expropriated 

1 “ ■\ye think "we can perceive a change ia the pbjEiognomy of onr drcnsUs 
piTsema. He who before vras the nJoaev-OTnier no-w strides in front as^ capi- 
talist ; the possessor of labonr-po'B'er folIo'WE as his' labourer. The one ■with an 
air of importance, smirking, intent on business ; the other timid and holains 
back, like one 'who is bringing his o-wn hide to market and has nothing to expect 
but — & hiding.” (Kapil-jl, p. 155.) 
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artisan -who was already swelling the ranks of the proletariat seemed 
an established fact. 

In reality this end was only partially accomplished even in the 
more capitalistic countries, but that there is a general movement in 
that direction seems clear in view of the following considerations. 

(a) The most suggestive fact in this connexion is the growth of 
production on a large scale, resulting in the employment of machinerj' 
and in the rise of new forms of organisation such as trusts and 
cartels, new systems that were unknown in Marx’s day, but which 
have helped to confirm his suspicions. These trusts and cartels 
are especially important from a social point of view because they 
not only absorb the capital of the small independent proprietor, but 
swallow the medium-sized industry as well. This wonderful expan- 
sion of production on a large scale means a corresponding growth in 
the numbers of the proletariat, and capitalism, by increasing the' 
number of wage-earners, helps to swell the ranks of its own enemies. 
“ What the bourgeoisie produces, above all, therefore, arc its own 
gravediggers.” ^ 

(h) Over-production is another fruitful method. A contraction 
of the market results in a superabundance of workmen whose services 
are always available. They form a kind of industrial reserve army 
upon which the capitalist may draw at his pleasure — at one moment 
indiscriminately taking on a number of them, and throwing them 
back on to the streets again as soon as the demand shows signs of 
slackening.* 

(c) The concentration of the rural population in towns is another 
contributing factor. This movement itself is the result of the 
disappearance of the small holder and the substitution of pastoral 
for arable farming, the outcome of it all being an addition to the 
ranks of the expropriated proletariat of an increasing number of 
hitherto independent proprietors and producers. 

Such is the advent and growth of capitalism. It comes into the 
world “ ■svith bloody putrescence oozing out of every pore.” How 
different is the real history of capital from the idyllic presentation to 
which we are treated by the economists I They love to picture it 
as the slowly accumulated fruit of labour and abstinence, and the 
coexistence of the two classes, the capitalists and the workers, 
is supposed to date from an adventure that befell them both a few 
• Manifesto, { 1. 

< One of the chief objects of the trusts is the avoidance of over-prodnetion, 
but that does not mean less unemployment ; on the contrary, a part of their 
policy consists in closing down certain cstabliBhmenla which appear to be un- 
necessary. 
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days after creation, when the good and the wise decided to- follow 
the high road of capitalism and the idle and idcious the stony path 
of toil. 

In reality capitalism is the outcome of class struggle — a stmggle 
that will some day spell the ruin of the“ whole~r^gi7«e,”when the 
expropriators will themselves be the expropriated. We are given 
no details as to how this is to be accomplished, and this abstention 
from prophecy distinguishes Marx from the Utopian socialists of the 
. last two thousand years. His one object was to show how those 
very laws that led to the establishment of the regime would some 
day encompass its ruin.^ The force of circumstanee seemed to 
make self-destruction inevitable. “ The capital rigime," writes 
one Marxian socialist, “ begets its own negation, and the process 
is marked by that inevitability which is such a feature of all natural 
laws.” ^ The following facts are deduced as proofs that this process 
of self-destruction is already in course of being accomplished. 

. (a) Industrial crises, whether of over-production or under- 
consumption, have already become a chrom'c e\nl. The fact that 
to some extent they are to be regarded as the direct outcome of the 
capitalist system of production cannot prevent their damaging that 
system. The continual growth of fixed at the expense of circu- 
lating capital, involving as it does the substitution of machinery’- for 
hand labour, must also involve a continual reduction of the surjjius 
value. In order to counteract this tendency the capitalists find 
themselves forced to keep , ahead with production ; they are driven 
. to rely upon quantity, as they put it. The workers, on the other 
,-hand, find that it is gradually becoming impossible for them to buy 
the products of their labour with the wages which they get, because 
they never get a wage which is equal to the value of the product of 
their labour. Moreover, they periodically find themselves out of 
employment altogether and almost on the verge of starvation. 
Proudhon, as we have already seen, laid considerable stress upon 
this, and it is one of the instances in which ?.Iarx is obviously 
influenced by Proudhon. 

The idea which underlies the Marxian theory is that everj' crisis 
involves a readjustment of the equilibrium between fixed and circu- 
lating capital. The growth of the former, though continuous, is. 
not always uniform, and whole sections of it may occasionally 
be found to be ivithout solid foundation w’hich would warrant such 
expansion. But the crises wdiich result in the destruction of these 

• * See the Manifesto for an eloquent statement of this, 

* Labriola. 
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Bpeculative accretions give a new spirit to the creation of further 
surplus value, which results in the creation of further fixed capital 
and more crises, and so the process goes on.^ 

{b) The growth of pauperism, which is the direct outcome of 
crises and want, is another factor. “The bourgeoisie is unfit any 
longer to be the ruling class in society, and to impose its conditions ; 
of existence upon society as an overriding law. It is unfit to rule i 
because it is incompetent to assure an existence to its slave witliin • ; 
his slavery, because it cannot help letting him sink into such a state 
that it has to feed him instead of being fed by him.” * 

(c) The rapid multiplication of joint stock companies is the 
final buttress with which the Marxians have strengthened their 
contention. Under the joint stock principle the right of property 
is simply reduced to the possession of a few strips of paper girdng 
the anonymous owner the right to draw dividends in some commer- 
cial concern or other. Profit is seen in all its nakedness as a dividend 
which is wholly independent of all personal effort and produced 
entirely as the result of the workers’ drudgery. The duty of per- 
sonally supervising the methods of production and of opening up, 
new and better ways of manufacturing, which served to disguise 
the real character of the individual employer anil to justify his 
existence, is no longer performed by the owner, but falls to the lot 
of two new functionaries, the parasitic company director on the 
one hand and the salaried official on the other. 

Once the whole industry of a country becomes organized on a 
joint stock basis — or, better still, once it passes over into the 
hands of a trust, which is simply a manifestation of the joint-stock 
principle at its highest — expropriation will be a comparativ'cly 
simple matter. By a mere stroke of the pen property hitherto 
held by private shareholders will be transferred into the custody 
of the State with hardly a change in the economic mechanism itself. 

Thus the expropriation of the bourgeoisie will be a much easier , 
task than was the expropriation of the artisan by the bourgeois a 
few centuries ago. In the past it was a case of the few subjugating 
the many, but in the future the many will overwhelm the few — 
thanks to the law of concentration. 

But what is to be the outcome of the Marxian programme {we 
cannot speak of its aim or ideals, for Marx scorned such terms) ? 
The general opinion seems to be that it involves the abolition of 
private property, and that the opinion is not altogether without 
foundation may be seen from a perusal of the Manifesto, where wc 
* Kapitat, p, 647, * Manifato, J 1. 
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read that " the theory of the Communists may be summed up in the 
single sentence : Abolition of private propert5%” ^ 

The Manifesto also explains in \rhat sense we are to understand 
this. The private property which so much needs suppressing is 
not the right of the worker to the produce of his own toil, but the 
right of others to appropriate for themselves the produce of that 
labour. This is private property as they understand it. They 
think, however, it would be better to call it bourgeois property, and 
they feel quite confident that it is destined to disappear under a 
coUectivistic rigime. As to a man’s right to the product of his 
own labour, that surely existed formerly, before the peasant and the 
craftsman were overwhelmed by capitalism and replaced by the 
proletariat. Collectivism, far from destroying this kind of property, 
will rather revive it, not in the antiquated individualistic form of 
letting each man retain his own, which is ob^nously impossible 
under di\dsion of labour and production on a large scale,' but of 
giving to every man a claim upon the equivalent of what he has 
produced.^ 

This twofold task can only be accomplished by undoing all that 
capitalism has done ; by taking from the capitalists the instruments 
of production which they now possess and restoring them to the 
workmen, not indiridually — that would be impossible under modem 
conditions — ^but collectively. To adopt the formula which figures 
at the head of the party’s programme, this means the socialisation 
of the means of production — land, including siuface and subsoil, 
factories and capital. The produce of everyone’s labour, after 
aUowing for certain expenses which must be borne by the com- 
munity as a whole, will be distributed according to each one’s 
labour. Surplus labour and surplus value will thus disappear 
simultaneously. 

* Engels in his preface to the ilarAJuio admits that one of its objects was 
“ to announce the inevitable and imminent downfall of 'brrJ.Tgtoit property.” 

Nowadays, however, it is more usual to characterise the aim of collectivism 
as an attempt to abolish the wage-earning class — abolition of property being 
simply a step" towards that, TMs is bow I.abrioIa writes in his Eetoi svr Za 
Corxepiion tr^aUriaUrl-t (2nd ed., p. 62): “The proletariat must leam to con- 
centrate npon one thing, namely, the abolition of the wrage-eamer.” 

It is well to remember that sneh is also the aim of the Associationisis, the 
co-operators, and the Radical Socialists. They proceed, however, from the oppo- 
site point of view, and would multiply property rather than abolish it, thmiing 
that the latter process would merely nnivcrsalise the wage-camer. 

* “ Communism deprives no man of the power to appropriate the prodnc.s 
of eocietj. All that it does is to deprive him of the power to subjugate th* 
labour of others by means of such appropriation,” {Slanifetio, J 2.) 
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This expropriation of the capitalists wll be the final stage, for, 
unlike the preceding movements, it -wdll not be undertaken for the 
benefit of .a single class — not even for the benefit of the workers. 
It will be for the interest of everybody alike, for the benefit of the 
nation as a whole. It will also be adequate to cope with the change 
which industry has recently undergone ; in other words, both 
production and distribution will be on a collective basis. 


11 : THE MARXIAN SCHOOL 

After this summary exposition of the principal theories of Karl 
Marx, we must now try to fix the general character of the school 
that bears his name ^ and to distinguish it from the other socialist 
schools that we have already studied. 

(a) In the first place, it proudly claims for its teaching the title 
of scientific socialism, but much care must be exercised in interpref- 
ing the formula. No economist has ever shown such contempt or 
betrayed «uch passion in denouncing Phalanstfcres, Utopias, and 
communistic schemes of every kind. To think that the Marxians 
should add to the number of such fantastic dreams 1 What they 
claim to do, as M, Labriola points out (may the shades of Fourier 
forgive their presumption 1), is to give a thoroughly sdentiCo 
demonstration of the line of progress which has actually been fol- 
lowed by civilised societies.* Their one ambition is to gauge the 

’ To say that Karl Marx -was the leader of a great aocialist Echool ia Imrdiy 
the way to describe him, for it is neccssaiy that wc should remember that tho 
vast majority of those who consider themselves sooialiata are more or lees his 
disciples. Tie other socialist schools, the anarchis fs, the Fabians, tho CoUinsisfs, 
and tho followers of Henry George, ent a very poor figure besido his. 

The bulk of his adherents is drawn either from Germany 'or Kuesie, England 
being tho country which has done least to swell tho ranks of his followers. In 
France tho pure doctrine has been vigorously preached since 1678 by JGlI. Jules 
Gnosde and Laforgue — tho latter of whom is Marx’s son-in-law. But a great 
many French sooialista, though, collectivists in name, tefuEO their ndhrsion to 
tho Marxian doctrine in all its rigidity. They have accepted three of his main, 
principles — the socialisation of the means of production, class'war, and inter- 
nationalism — but reject his theory of value and his materialistio conception of 
history. Moreover, they show no desire to break with the French socinliat 
tradition, which was pre-eminently idealistic. Benoit Malon, the founder of the 
Eemte socioltstt (1886), was one of tho earliest representatives of French collec- 
tivism, and among hia eucccssors may bo reckoned M. George Benard and 
Foumiire. 

* Labriola, J?ssa« eur la Conceplion malirialMe dt VHistoirt, p. 24, Tho 
Saint-Simonians bad already made a similar claim. It is hardly fair to class 
them among tho Utopians, and some Marxians are quite ready to admit their 
claim to priority iu this matter. 
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significance of the unconscious evolution through which society has 
progressed and to point the goal towards which this cosmic process 
seems to be tending. 

The result is that the Marxian school has a conception of natural 
laws which is much nearer the Classical standpoint than that of its 
predecessors. Of this there can be no doubt. The Marxian theories 
are derived directly from the theories of the leading economists of 
the early nineteenth .centurj', especially from Ricardo’s. Jlarx is in 
the line of direct succession. Not only is this true of the labour- 
value theory and of his treatment of the conflict between profits and 
wages, but it also applies to his theory of rent and to a whole host 
of Ricardian doctrines that have been absorbed wholesale into the 
Marxian philosophy. And, paradoxical as it may sound, his abstract 
dogmatic method, his obscure style, which encourages disciples 
to retort that the critics have mistmderstood his meaning and to 
give to man}’- a passage quite an esoteric significance, is of the very 
essence of Ricardo.* Jfarx’s theories are, of course, supported by 
a wealth of illuminating facts, which unfortimately have been 
unduly simplified and drawn upon for purely imaginary conclusions. 
We have already had occasion to remark that Rieardo also owes 
a good deal more to the observation of facts than is generally 
behevcd, and his practice of postulating imaginary’ conditions is 
of course notorious. The impenitent Marxian who still wishes 
to defend some of the more untenable theories of Marx, such as 
his doctrine of labour- value, generally finds himself forced to admit 
that JIarx had supposed (the use of suppositions is an unfailing 
proof of Ricardian influence) the existence of societj* wherein labour 
would be always uniform in quality.* 

- ‘ Georges Sorel, one of Mr.rx’s diEciples, writing in no derogatory spirit, -vc 
may be certain, erprcsses himrelf as follows ; “ Our experience of the ifarsian 
theory of value, convinces us of the importance which obscurity of style maj 
lend to a doctrine ” — a remark that is applicable to other writers besides jiarx. 

* See Sorels article, Zks Palaniques pour V Ivla-prclaiion dtt J/erjakra?,' in 
the licmc ir.lcmationale dt. Sociolojk, 1000, p. 248, There is no such thing as 
a theory of value — in the accepted sense of the term in Marx, 'ii’hat we hare 
is a theory of economic equilibrium which would only be true of a very rodi- 
mentarv ^d of society. It is assumed, for example, that all industries are 
equal! V easy or difScult.'that all the workers are of one type, that ten men 
working for one hour -will produce the same amount of wealth no matter what 
task they are engaged upon. It is this equality that cnablra comparison to he 
made between one commodity and another^ and this constitutes their valce. 
We are simply treated to an abstraction which shows that with the exercha 
of a little ingenuity it is, at least possible to reconcile the theory of tine-va’oe ' 
und the theory of market price. 
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Marxism is simply a branch grafted on ■ the Classical trunk. 
Astonished and indignant as the latter may well seem at the sight 
of the strange fruit which its teaching has borne, it cannot deny 
the fact that it has nourished it with its o^vn life-blood. “ Das 
Kapiial," as Labriola notes, “ instead of being the prologue to 
the communal critique, is simply the epilogue of bourgeois eco- 
nomics.”^ 

Not only has Marxism always shown unfailing respect for political 
economy even when attacking individual economists, who arc 
generally accused of inability to grasp the full significance of their 
own teaching, but, strangely enough, it betrays an equal affection 
for capitalism.* It has the greatest respect for the task which it 
has already accomplished, and feels infinitely grateful for the .revo- 
lutionary part (such are the words used) which it has played in 
preparing the way for collectivism, which is almost imperceptibly 
usurping its place.® 

But the Marxians have one serious quarrel with the older econo- 
mists. It seemed to them that the earliest writers on political 
economy never realized the relatively transient nature of the social 
organism which they were studying. This was possibly because 
they were conservative by instinct and had the interest of the 
bourgeois at heart. They always taught, and they fully believed it, 
that private property and proletarianism were permanent features 
of the modern world, and that social organisation was for ever 
destined to remain upon a middle-class foundation. They were at 
least imwilling to recognize that this also, like the rest, was simply a 
historical category, and, like them, also was destined to vanish.* 

> Gonceplion matirialiste, p. 91. Borel says : “ Marxism is really much 
more akin to the Manchester doctrine than to the Utopian. Wc must never 
forget this.” {La Dkomposilion du Marxisme, p. 44.) 

’ “ The bourgeoisie, historically, has played a most revolutionary part. . . , 
The bouTguiuic cannot exist without constantly rovolufionising the instrument* 
of production, and thereby the relations of production, and with them tlio 
whole relations of society. . . , All fixed, fa.st-frozcn relations, with their train 
of ancient and vonerablo prejudices and opinion®, ard swept away, nil new- 
formed ones become antiquated before they can ossify, all that is solid melts 
into air, all that is holy is profaned.” {Manifesto, § 1.) 

Besides, theSlarxiana themselves have tried to prove that capital is actively 
undermining its own existence, which is surely the ut plus ultra of the revolu- 
tionary temperament. 

* “ The result is that capital has managed toEolvo problems which the Utopians 
tackled in vain. It has also given rise to conditions which permit of an entrance 
into a now form of society. Thus socialism will not need to invent new machinery 
or to get people accustomed to them,” etc. (f?orcl, loc. cit., p. 41.) 

* "Tho economists regard tho feudal institutions a.s artificial, the l-ourgcoit 
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(6) The Marxian school also differs from every previous socialist 
school in the comparative ease -with vrhich it has eschevred every 
consideration of justice and fraternity, which always played such 
an important role in French socialism. It is interested, not in the 
ideal, but in the actual, not in what ought to be, but in what is likely 
to be. “ The theoretical conclusions of the communists are in nc 
way based on ideas or principles that have been invented, or dis- 
covered by this or that would-be imiversal reformer. They merely 
express, in general terms, actual relations springing from an existing 
class struggle, from a historical movement going on under our veiy 
eyes.” ^ ■ 

To economic facts they attributed an importance altogether 
transcending their influence in the economic sphere. Their belief 
was that the several links which unify the many-sided activities of 
society, whether in politics, literature, art, morality, or relipon, 
are ultimately referable to some economic fact or other. None of 
them but is based upon a purely economic consideration. Most 
important of all are the facts relating to production, especially to 
the mechanical instruments of production and their operation. If 
we take, for example, the production of bread and the successive 
stages through which the mechanical operation of grinding has 
passed from the hand-mill of antiquity to the water-mill of the Jliddle 
Ages and the steam-mill of to-day, we have a clue to the parallel 
development of society from the family to the capitalistic system 
and from the capitalistic to the trust, with their concomitants 
slavery, serfdom, and proletarianism. This affords a far better 
explanation of the facts than any bourgeois cant about “ the growth 
of freedom ” or humbug of that nature. These are the real founda- 
tions upon which every theory has to be reared. This material- 
istic conception of history,” implying as it does a complete philosophy 
of history, is no longer confined to the purely economic domain. 

as natural. The existing economio ties, in their opinion, are elemental larrs that 
must always bind society. . , . They have bad some history, that is all we can 
really say.” (Man, de. la Philosophic, pp. 167-16S.) 

* Manifesto, § 2. 

* Whenever they change their method ri production men also change their 
whole social outlook “ The hand-mill gave ns the servile State ; the fteam- 
mill is the parent oi the industrial, capitalist State.” (Misire dt la PhUoteyphit, 
2nd ed., p. 156.) This oft-repeated phrase contains a picturesque antithesis 
rather than a scientific formula of historical materialism. In his preface to his 
Krilih der poIitisfAen Oel-onomteSIarx expresses himself with much more modera- 
tion. The following is the most important passage of that celebrated page 

(P- 5) • .... 

” In the course of their efforts at production men enter into certain defimte 
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Taken in the vulgar sense, it seems to involve the exclusion of 
every- moral and every humanitarian consideration. As Schadlc 
put it in that oft-quoted phrase of his, it means reducing the social 
question to a “ mere question of the belly.” The French socialists 
find the doctrine somewhat difficult to swallow, and they hardly 
display the same reverence for Marx as is shown in some other 
countries.^ 

The orthodox Marxians iinmcdiately proceed to point out that 
such criticism is useless and shows a complete misunderstanding of 
Marx’s position. Materialism in the Marxian sense (and all his 
terms have a Marxian as well as the ordinary significance) does not 
exclude idealism, but it does exclude ideology, which is a different 
thing. No Marxian has ever advocated leaving mankind at the 
mercy of its economic environment ; on the contrary, the Marxian 

and necessary relations which may bo wholly indcpcndcht of their own individual 
preferences — such industrial ties being, of course, correlative to the state of their 
productive forces. Taken together, all these links constitute the economic struc- 
ture of society. In other words, it supplies a basis upon which the legal and 
political superstructure is raised, and corresponding to it are certain social forms 
which depend upon the public conscience. Tlie method of producing commo- 
dities, speaking generally, fixes the social, political, and intellectual procestiis 
of life. A man’s conscience has less to do with determining his manner of life 
than has his manner of life with determining the state of his conscience.” 

The word “ fixes,” even when qualified by “ speaking generally,” seems 
a little pronounced, and Marxism has substituted the term “ explained,” 
which is somewhat nearer the mark, Labriola says that “ it merely rcprcscnls 
an attempt to explain historical facta in the light of the economic snbstracture.” 
{Conception mcUirialiste, p. 120.) 

This materialistic conception is developed in a very paradoxical fashion in 
Loria’s La ConstUnlion sociale. Ho shows how all history and every war, 
whether of Guelph or of Ghibolline, the Reformation and the French Revolution, 
and oven the death of Christ upon Calvary, rest upon on economic ha-sia. In 
Lorio’s opinion, however, this basal fact is not industrialism, but the various 
types of land systems. See the chapter on Rent. 

It would not be correct to regard Marxism ns a mere expression of fatalism 
or out-and-out determinism. The Marxian pretends to be, and as a matter of 
fact be really is, a great believer in will-power. Once the workers see where their 
interests really lie ho would have them move towards that goal with irre?.istib!e 
strength. It is not always even necessary to define the end quite clearly before 
beginning to move. “ Everything that has happened in history has, of course.- 
been the work of man, but only very rarely has it been the result of dolibernfc 
cboico and woll-con-sidcrcd planning on his part.” (Labrioia, Conception 
mathrialitU, p, 133.) Elsewhere: “Tho suooessivo creation of different social 
environments means tho development of man himself.” {Ibid., pp. 131-132.) 

It would bo beyond tho scope of this work to enter into a metaphysical 
discussion of these theories, however much one would like to. 

* See tho works of 5DI. Jauris, Stvdes sociah'stu ; George Rcnard, Le Rlgimt 
tocialitte; Fourniire, L’Individn, rAttociaiion, ei VEtal, 
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builds his faith upon evolution, -which implies man’s conscious, but 
not very successful, effort to improve his economic surroundings,* 
The materialistic conception of history apparently is simply an 
attempt at a pliilosopby of human effort.* Criticism of such elusive 
doctrines is not a very easy task. 

(c) The sociah'sm of K-arl Marx is exclusively a working-class 
gospel. This'is its distinctive trait and the source of the po-vver it 
■wields. To some extent it also e^lains its persistence. Other 
socialist systems have been discredited and are gone, but the Marxian 
gospel — no longer, of course, the sublime masterpiece it was wlien 
its author first expounded it — has lost none of its ancient vigour, 
despite the many transformations which it has undergone. 

The sociah'sts of the first half of the nineteenth centurj’’ embraced 
all men without distinction, worker and bourgeois alike, within 
their broad humanitarian schemes. Owen, Fourier, and Saint-Simon 
reckoned upon the co-operation of the wealthy governing classes to 
found the society of the future. Marxism implies a totally different 
standpoint. There is to be no attempt at an understanding with 
the bourgeoisie, there must be no dallying with the imfclean thing, 
and the prohibition is to apply not only to the capitalists, but also 
to the intellectuals ® and to the whole hierarchical superstructure 
that usually goes by the name of officialdom. Real sociah'sm aims 
at nothing but the welfare of the working classes, which will only 
become possible when they attain to power. 

It may, of course, be pointed out that socialism has always 
involved some such struggle between rich and poor, but it is equally 

^ Labriola, op. cil. Vandervelde {L’ldialisme Marxisle, in La P.tvuc nocialifte, 
Fobrnary 1904) says that “ upon final analysis it -will be found that Marx’s wbolo 
argument rests upon a moral basis, -which is that jnstice requires that every man 
should get all that ho produces.” 

M. Landry, in a book of lectures delivered by different authors entitled 
Etudes sur la Philosophie m oralc au XIXe Siccle (p. 1 W), is of an entirely different 
opinion. He thinks that Marx’s moral basis is simply potentiality. In other 
words, everything that has been created in the ordinary course of economic 
development is moral, everything that has been destroyed is immoral, 

’ Hence the alliance of the jiarxians -with what appears to be a directly 
opposite philosophy — that of William James and Fergson (see Gny Grand, La 
PhilosopMe sifr.dicaMste). 

’ Manifesto. It is impossible to do a-awy with the intellectuals altogether, 
but they may bo reduced to the rank of mere wage-earners. “The Marxians 
always regarded revolution as the special privilege of the producers, by 
whom, of course, they understood tho manual workers, who, accustomed a* 
they are to nothing but the fa-'tory rigfjnc, would force the intellectuals also te 
supply some of the more ordinary wants of life.” (Sorcl, Dicomposiiinn du 
Marxisms, p. 51.) 
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correct to say that the. battle has hitherto been waged over the 
, question of }ust .distribution. Beyond that there was no issue.. 
But in the Slarxian doctrine the antagonism is dignified nith tlje 
name of a new scientific law, the .“class -war” — the worker against 
the capitalist, the poor versus the rich. The individuals are the 
same, but the casus belli is quite different. “ Class war ” is a 
phrase that has contributed not a little to the success of Marxism, 
and those who understand not a single word- of the theory — and 
this applies to the’vast majority of working men — ^will never forget 
the formula. It will always serve to keep the powder dry, at any 
rate. 

“ Class war ” was not a new fact. “ The history of all hitherto 
existing society is -the history of class struggles.” ^ But although 
it has always existed, it cannot continue for ever. And the great 
struggle that is now drawing m‘gh and which gives us such a tragic 
interest in the whole campaign will be the last. The collectivist 
rSgime will destroy the conditions that breed antagonism, and so 
will get rid of the classes themselves. Let us note in passing 
that this prophecy is not without a strong tinge of that Utopian 
optimism which the Marxians considered such a weakness in the 
earlier French socialism. 

(d) A final distinction of Marxism is its purely revolutionary oi 
catastrophic character, which is again unmistakably indicated by its 
adoption of “ class war ” as its watchword. But wc have only to 
remind ourselves that the adjective “ revolutionary ” is applied by 
the Marxians to ordinary middle-class action to realize that the term 
is employed in a somewhat imusual fashion. 

The revolution will result in the subjection of the weallhici 
classes by the worldng men, but all this will be accomplished, not 
by having recourse to the guillotine or by resorting to street rioting, 
but in a perfectly peaceful fashion. The means may be political 
and the method even witliin the four comers of the law, for the 
working classes may easily acquire a majority in Parliament, seeing 
that they already form the majority of the electors, c.spccially 
in those countries that have adopted universal suffrage. The 

* Manifesto, § 2. It is necessary that we should bo reminded of the 
fact that tho Saint-Simonians had already emphasised the antagonism bj 
speaking, not of rich and poor, but of idlers and workers. The differentiatioa, 
that is to say, was economic. Tho Llandan distinction is quite difTcrent, foi 
the Saint-Simonians included within the «ca1cgory workers, bankers, and 
employers, for example, who are excluded by the Marxians. In some cases 
■ tho Saint-Simonians thought they had oven better claims to inclusion than the 
ordinary worker. 
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method may be simply that of economic associations of working 
men taking aU economic services into their own hands.^ 

The final catastrophe may come in yet another guise, and most 
Marxians seem to centre their hopes upon this last possibility. This 
would takfe the form of an economic crisis resulting in the complete 
overthrow of the whole capitalist rSgime — a kind of economic felo 
de se. We have already noted the important place which crises 
hold in the Marxian doctrines. 

But if Marxism does not necessarily involve resort to violence, 
violent methods are not excluded. Indeed, it considers that some 
measure of struggle is inevitable before the old social forms can 
be delivered of the new — ^before the butterfly can issue from the 
chrysalis. “ Force is the birth-pangs of society.” * 

This is npt the place for false sentimentalism. Evil and suffering 
seem to be the indispensable agents of evolution. Had anyone been 
able to suppress slavery or serfdom or to prevent the expropriation 
of the worker by the capitalist, it woTild have merelj’- meant drying 
up the g)rings of progress and more evil than good would probably 
have resulted.® Everj' step forward involves certain unpleasant 
conditions, which must be faced if the higher forms of existence 
are ever to become a reality. And for this reason , the reform 
of the bourgeois philanthropist and the preaching of sorial peace 
would be found to be harmful if they ever proved at all successful. 
There is no progress where there is no struggle. This disdainful 
indifference to the unavoidable suffering involved in transition is 
inherited from the Classical economists, and provides one more point 
of resemblance between the two doctrines. Almost identical terms 
were employed by the Classical economists when speaking of com- 
petition, of machinery, or of the absorption of the small industry 
by a greater one. In the opinion of the Marxians no attempt at 
improving matters is worthy the name of reform unless it also 

^ Tho first of these means, namdy, the acquiring of public works by the 
State, is spotea of as unified socialism in France, whereas the second, which relies 
upon direct action without the assistance of any political organisation, is known 
as syndicalism and is represented by the Confdddration generale du Travail 
(see p. 4S0). 

* Marx, Misirc de la Phihiophie. “ What does tho word ‘ revolt ’ imply 1 
Simply disobedience to law- But what are these laws that govern our lives 1 
They are just the products of bourgeois society and of the institutions which 
they are supposed to defend. Revolution will simply mean replacing these 
laws by others which will have an entirely difierent kind of justification.” 

• “ It is the worst side of things that begets movement and makes history 
by begetting strife.” (Ibid., 2nd cd., p. 173.) 
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speeds the coming revolution. “ But it can shorten and lessen the . 
birth-pangs.” * - , 

III : THE MARXIAN CRISIS AND THE NEO-MARXIANS 
To speak of Neo-Marxism, which is of quite recent growth, is to 
anticipate the chronological order somewhat, but some such proce- 
dure seems imperative in the interests of logical sequence. It has 
the further merit of dispensing •with any attempt at criticism, a 
task which the Neo-Marxians * have exclusively taken upon their 
own shoulders. 

The two phases of the crisis must needs be kept distinct. The 
one, which is predominantly critical — or reformative, if that phrase 
be preferred — is best represented by M. Bernstein and his school. 
The other, which is more or less of an attempt to revive Marxism, 
has become current under the name of Syndicalism. 

I. The Neo-Marxian Reformists 

If we take Marx’s economic theories one by one as wc have done, 
we shall find that there is nothing very striking in any of them, 
and that even the most important of them ■will not stand' critical 
scrutiny. Wc might even go farther and say that this work of 
demolition is partly due to the posthumous labours of Marx himself. 

It was the publication of his later volumes that seiwed to call atten- 
tion to the serious contradiction between the later and the earlier 
sections of his work. Marxism itself, it seems, fell a prey to that 
law of self-destruction which threatened the overthrow of the whole 
capitalistic rigime. Some of Marx’s disciples have, of course, tried 
to justify him by claiming that the work is not self-contradictory, 
but that the mere enumeration of- the many conflicting aspects of 
capitalistic production strikes the mind ns being contradictory.® If 
this be so, then Kapiial is just a new edition of Proudhon’s Con- 
Iradicixons icorumiques, which Marx had treated with such biting 
ridicule. And if the capitalist rigime is really so full of contradic- 
tions that are inherent in its very nature, how difficult it must be 

* Prefnee to Kapital, p. xix. 

* For tlio evolution of SfarxiBin Bce Sombart’B lively volume Soziatitmut 
utid toziale Beictyting im Jahrhundcrl (Gth cA, 1908), and bIeo Georgee Sorel, 

La Dteomposition du Marxismt (1008). 

* Lnbriola, Socialisme et Philosophte, p. 29. Others declare more unmij 
takftbly still that “ these obscure fonnuloj [the vrritcr is tliinldng of surplm 
labour] lead to equivocation and must be bamshed from the ecienco altogether." 
{Sorel, Jievue irticrnalionah de Sociologit, 1000/p. 270.) 

n.D. 


<3 
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to tell whether it will eventuate in collectivism or not and liow 
verj' rash is scientific prophec}' about annihilation and a final 
catastrophe ! ^ 

The fundamen^ theorj’- ofMarxisra, that of labour-value, appears 
to be abandoned by the majority ""of modem Marxians, who are 
gradually veering round and adopting either the “ final utility ” or 
the “ economic eqm’librium ” theory.® Even Jtlarx himself; despite 
his formal acceptance of the labour-value theory, is constantly 
obh'ged to admit — not explicitly, of course — that value depends 
upon demand and supply.® Especially is this the case with profits, 
as we have already had occasion to remark. What appears as an 
indisputable axiom in the first volume is treated as a mere working 
h3q)othesis in the later ones. 

But seeing that the other Marxian doctrines — the theories of 
surplus value and surplus labour, for example — are mere deductions 
from the principle of labour-value, it follows that the overthrow of 
the first principle must involve the min of the other two. If labour 
does not necessarily create value, or if v'alue can be created without 
labour, then there is no proof that labour al-xays begets a surplus value 
and that the capitalist’s profit must largely consist of unremimerated 

* IL Sorel says cf the revolutionary movement that everything connected 
with it is very improbable. {DLccmpcmtion da Marxime.) 

* The Italian Byndicalist Arthur Labriola {Ba'ue eocialisit, 1699, voU i, 
p. 674) writes cs follows ; . “ WhOe wo llaradans are trying to rcpatch the 
master’s cloak political economy is making some headway every day. If we 
compare Marx’s Eapital with iTarshairs PnnciBlcs— chapter by chapter, that is 
to say — ^we shall find that problems which required c few hundred pages in the 
Kapit<il are solved in a few lines by Marshall.” B. Croce [HaieriaJitrrto ei&rico 
ed Economia marxisika, 1900, p. 105) writes thus : “I am strongly in favour 
of economic construction along Hedonistic lines. But that does not satisfy the 
natural desire for a sociolo^cal treatment of profits, and such treatment is 
impossible unless wo make use of the comparative considerations suggested 
by -Marx.” Lastly, Sorel, in Saggi di CriUcct dd Marxiemo (1903, p. 13) 
savE ; “ It is necessary to give np the attempt to transform socialism into a 
science.” 

* Especially in that passage to which Bernstein calls attention : “ According 
to the law of value not merely must one devote the ^socially necessary amount 
of time to the production of each commodity, but each eronp of commodities 
must have such extra effort' spent upon it as the nature of the commodity or 
the character of the demand requires. The first condition of value is utility or 
the satisfaction of some social need — that is, value in nse raised to such a degree 
of potentiality as shall determine the proportion of total social labour to each 
of the various kinds of production,” (EapHal, vol. iii.) 

Bernstein adds : This admission makes it impossible to treat the themes 
of Gossen, of Jevons, and of Bchm-Bawerk as so many insigjificant irrelevancies, 
{ Dii Foraufseixungai dts Sozklimive.) 
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labour. The Neo-Marxians in reply point to the fact that surplus 
labour and suiplus value do exist, else how could some individuals 
live without worldng 7 They must obviously be dependent upon 
the labour of others.^ All this is very true, but the fact had been 
announced by Sismondi long before,' and the evil had been denounced 
both by him and the English critics. It is the old problem of 
unearned increment which formed the basis of Saint-Simon's 
doctrine and Rodbertus’s theory, and which has been taken up quite 
recently by the English Fabians. 

It is difficult to see what definite contribution Marx has made to 
the question, and the old problem as to whether workers are really 
exploited or not and whether the revenues obtained by the so-called 
idle classes correspond to any real additional value contributed by 
themselves still remains unsettled. We can only say that his 
historical exposition contains several very striking instances which 
seem to prove this exploitation, and that this is really the most 
solid part of his work. 

Passing on to the law of concentration — the vertebral column 
of the Marxian doctrine — we, shall find upon examination that it is 
in an equally piteous condition. The most urusparing critic in 
this case has been a socialist of the name of Bernstein, who has 
adduced a great number of facts * — many of them already advanced 
by the older economists — which go to disprove the Marxian theory, 
it may be impossible to deny that the number of great industries is 
increasing rapidly and that their power is growing even more rapidly 
than their numbers, but it certainly docs not seem as if the small 
proprietors and manufacturers were being ousted. Statistics, on 
the contrary, show that the number of small independent manu- 
faclnrers (the artisans who, according to Marxian thcorj’-, had begun 
to disappear as far back as the fourteenth century) is actual)}’ 
increasing. Some new invention, such as photography, cycling, 
or the application of electricity to domestic work, or the revival of 
an industry siich as horticulture, gives rise to a crowd of small 
industries and new manufactures. 

But concentration as yet has scarcely made an appearance 
even in agriculture, and all the efforts of the Marxians to make 

* “ The Burplus-valae theory may bo true or it may be false, but that will 
make no difference to the eristence of eurplns labonr. Surplus labotu is a fact 
of eipcrience, demonstrable by observation, and require.’? no deductive proof.” 
(Bernstein, loe. eil., p. 42.) That Marx did not treat it with quite the same indif- 
ference is evident from the fact that the whole theory is developed, not inci- 
dentally in the course of the work, but at the very opening of the book. 

’ In the book already quoted, which wajs published in 1809. 
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this industry fit in Trith their theory have proved utterly useless, 
America as vrell as Europe has been laid under tribute vrith a view 
to supplying figures that srould ^ prove their contention. The 
statistics, however, are so confusing that directly opposite conclu- 
sions may be drawn from the same set of figures. The amount of 
support which they lend to the Marxian contention seems very 
slight indeed. On the whole they may be said to lend colour to 
the opposite view that the number of businesses is at least keeping 
pace with the growth of population. Were this to be definitely 
verified it would set a twofold check upon the Jtlarxian theory. Not 
only would it be proved that petite culture is on the increase, but it 
would also be found that it is on the increase simply because it is 
more productive than “ the great industry.” 

But suppose for the sake of hypothesis that we accept the law 
of concentration as proved. That in itself is not enough to Justify 
the Marxian doctrine. To do this statistics pro'ving an increasing 
concentration of property in the hands of fewer indi\dduals are also 
necessary* ; but in this case the testimony of the figures is all in the 
opposite direction. We must not be deceived by the appearance 
of that new species, the American millionaire. There are* men who 
are richer than the richest who ever lived before, but there are also 
more men who are fairly rich than ever was the case before. The 
nuinber of men who make a fortune — not a very great one, perhaps, 
but a moderate-sized or even a small one — is constantly growing. 
Joint stock companies, which according to the Marxian view afforded 
striking evidence of the correctness of his thesis, have, on the con- 
trary', resulted in the distribution of property between a greater 
number of people, which proves that the concentration of industry 
and the centralisation of property are two different things. Or 
take the wonderfiil development of the co-operative movement and 
reflect upon the number of proletarians who have been transformed 
into small capitalists entirely through its instrumentality. To 
think that expropriation in the future will be easier because the 
number of expropriated will be few seems quite contrary to facts. 
It looks as if it were the masses, whose'numbers are daily increasing, 
who will have to be expropriated, after alL Slore than half the 
French people at the present day possess property of one kind or 
another — movable property,, land, or houses. And yet the coUee- 
tivists never speak except with the greatest contempt of these 
rag-ends and tatters of property, fondly imagining that when the 
day of expropriation comes the expropriated will Joyfully throw 
thdr rags aside in return for the blessings of social co-proprietorship. 
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Apparently, however, the Marxians themselves no longer believe all 
this. Their language has changed completely, and just now they 
are very anxious to keep these rags and tatters in the hands of their 
rightful owners. 

The changes introduced into the programme as a result of this 
have transformed its character almost completely. When it was 
first dra-vm up and issued as a part of the Communist Manifesto 
nearly fifty years ago everybody expected that the final disappearance 
of the small proprietor was a matter of only a few years, and that 
at the end of that time property of every description w'ould be 
concentrated in the hands of a powerful few. This continuous 
expropriation would, of course, swell the ranks of the proletariat, 
so that compared with their numbers the proprietors would be a 
mere handful. This would make the final expropriation all the easier. 
With such disparity in numbers the issue was a foregone conclusion, 
no matter what method was employed, were it a revolution or merely 
a parliamentary vote. 

Unfortunately for the execution of this programme, not only do 
we find the great capitalist still waxing strong, which is quite in 
accordance with the orthodox Marxian view, but there is no evidence 
that the small proprietor or manufacturer is on the wane. The 
Marxian can scarcely console himself -with the thought that . the 
revolution is gradually being accomplished without opposition when 
he sees hundreds of peasant proprietors, master craftsmen, and 
small shopkeepers on every side of him. Nor is there much chance 
of forcing this grooving mass of people, which possibly includes the 
majority of the community even nowj to change its views. We can 
hardly expect them to be very enthusiastic about a programme that 
involves their own extinction. 

A distinction has obviously been drawn between two classes of 
proprietors. The socialisation of the means of production is only to 
apply to the case of wealthy landowners and manufacturers on a 
large scale — to those who employ salaried persons. But the property 
of the man who is supporting himself vrith the labour of liis o^vn 
hands will always be respected. The Marxians defend themselves 
from the reproach of self-contradiction and opportunism by stating 
that their action is strictly in accordance svith the process of evolu- 
tion. You begin by expropriating those industries that have arrived 
at the capitalistic and wage-earning stage. The criterion must be 
the presence or otherwise of a surplus value. 

The conclusion is logical enough, but one would like to know 
what is going to become of the small independent proprietor. Will 
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he be allowed to grow and develop alongside of the one great pro- 
prietor — ^the State ? We can hardly imagine the two systems 
coexisting and hopelessly intermingled, ^ they would have to be, 
out still with freedom for the indi%-idusl to choose between them. 
The collectivists have at any rate made no attempt to disguise 
the fact. They look upon it merely as a temporary concession to 
'the cowardice of the small proprietor, who wiU presently willingly 
abandon his own miserable bit of property in order to share in the 
benefits of the new rigims, or who will at any rate be put out of 
the running by its economic superioritj\ But since the prospects 
do not seem very attractive to those immediately amcemecL it 
may be as well to dispense with any further consideration of the 
subject. 

But there is another question. What has become of the class 
struggle in Xeo-JIarxism ? The doctrine, though not altogether 
denied, is no longer presented as a deadly duel between two classes 
and only two, but as a kind of confused miUe in%*oh'jng a great 
number of classes, which makes the issue of the conflict very uncer- 
tain. ‘The picture of society as consisting merely of two super- 
imposed layers is dismissed as being altogether too elementary. On 
the contrary, what we find is increasing difierenriation even within 
the capitalist class itself. There is a perpetual conflict going on 
between borrower and lender, between manufacturer and merchant, 
between trader and landlord, the last of which struggles is especially 
prominent in the annals of politics. It has a long history, but in 
modem times it takes the form of a political battle between the Con- 
servative and Liberal parties, between Whigs and Tories. These 
undercurrents complicate matters a great deal, and on occasion they 
have a way of dramatically merging with the main current, when 
both parties seek the help of the proletariat. In England, for 
orample, the manufacturers succeeded m repealing the Com Laws, 
which dealt a hard blow at the landed proprietors, who in turn 
passed laws regulating the conditions of labour in mines and factories. 
In both cases the working classes gained something— tertitw gaudensl 
Then there are the struggles among the working classes them- 
selves. Not to speak of the bitter animosity between the syndimls 
roiiges and the syndicais jaiines, there is the rivalry between s}-ndi- 
calists and non-syndicalists, between skilled workmen and the 
unskilled. As Leroy-Beaulieu remarks, not only have we a fourth 
estate, but there are already signs of a fifth, 

.And what of the great catastrophe 1 The Neo-Marxians no 
longer believe in it. The economic crises which furnished the 
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principal argument in support of the catastrophic theory are by no 
means as terrible as they were when Marx wrote. They are no longer 
regarded as of the nature of financial earthquakes, but much more 
nearly resemble the movements of the sea, whose ebb and flow may 
to some extent be calculated. 

And the materialistic conception of history ? “ Every unbiased 
person must subscribe to that formula of Bernstein ; The influence 
of technico-economic evolution upon the evolution of other social 
institutions is becoming less and less.”^ What a number of proofs 
of this we have ! Marxism itself furnishes us with some. The 
principle of class war and the appeal to class .prejudice owe much 
of the hold which they have to a feeling of antagonism against 
economic fatalism. In other words, they draw much of their 
strength from an appeal to a certain ideal. It is, of course, true 
that facts of very different character, economic, political, and moral, 
react upon one another, but can anyone say that some one of them 
determines all the others '/ Economists have been forced to recog- 
nise this, and the futile attempt to discover cause or effect has 
recently given place to a much more promising search for purely 
reciprocal relations. . 

It is by no means easy to determine how much Marxism there , 
is in Neo-Mandsm. “ Is there anything beyond the formula! which 
we have quoted, and which are becoming more disputable every 
day ? Is it anything more than a philosophical theory which 
purports to explain the conflicts of society ? ” ’ Bernstein tells us 
somewhere that socialism is just a movement, and that “ the mdve- 
ment is everything, the end is nothing.” * 

2. The Neo-Marxian Syndicausts 

Doctrinaire Marxism seemed languisiiing when a number of 
professed disciples found a fresh opportunity of re\'iving its ideals 
and of justifying its aims in a new movement of a pre-eminently 
working-class character known as Syndicalism. 

Our concern is not "with the reformist movement, occasionally 
spoken of as Trade Unionism, which constitutes the special province 
of M. Bernstein and the Nco-Marxinns of his school, ‘ but rather with 

* Sorel, La PoUmiguts pour I’InScrprUaiion d\i ifarxitrm,in the Jhvut into-- 
naiionale de Sociologie, 1900. 

* Sorel, Diwmposilion du Mcri:isme, p. 33. 

’ SociatUme ct Social-dcmocralie, p. 234. We have recently been told that 
syndicalism is just a literal application of UergEon’e philosophy. 

* This jKiint of view ie very neatly expressed in an article of M, BerthV 
iiloiivtmcni JociaKrft,,May 1908, p. 393); “From a purely negative or critical 
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militant syndicalism, which as yet scarcely exists anywhere except 
in France and Italy, and which in' France is represented "by the 
Confederation generale dn Travail 

What connection is there between Marxism and syndicalism? 
Of conscious, deliberate relationship there is scarcely any. The men 
who direct the ConfMeration have never read Marx, possibly, and 
would hardly concern themselves with the application of his doctrines. 
On the other hand, we have recently been told that the programme 
of the Confederation generale du Travail (,C.G.T.) is in strict con- 
formity with the Marxian doctrine ; that since the reforming passion 
has so seized hold of the Neo-Marxians as to drive them to undermine 
the older doctrine altogether, it is necessary to turn to the new school 
to find the pure doctrine. They make the further, claim of haring 
aroused new enthusiasm for the Marxian doctrines. 

(a) In the first place they have re-emphasised the cssentiallv 
proletarian character of socialism. Not only is there to be no 
dealing with capitalist or entrepreneur, but no quarter is to be given 
to the intellectuals or the politicians. The professional labour 
syndicate is to exclude everyone who is not a workman, and it 
has no interest at heart other than that of the working class.^ 
Contempt for intellectualism is a feature of Marxism, and so is the 
emphasis laid upon the beauty and worth of labour, not of every 
kind of labour, but merely of that labour which moulds or transforms 
matter — that is, of purely manual labour. 

No institution seems better fitted to develop class feeling — 
that is, the sense of community of interests binding all the prole- 
tarians together against the owners — than the syndicaU Organisa- 
tion is necessary if social consciousness is to develop. This is as 
true in the economic as it is in the biological sphere, and this is why 
the iyndical is just what was needed to transform the old socialistic 

point of view we agree with Bernstein rather than the orthodox Kants^. But 
what does Bernstein propose to enhstitute for the revolationaxy ideal — ^impractic- 
able as it was — of the German'- Social Damocratio party T The altcmaliTe 
'offered is a simple democratic, reformist evolution, a political or economic 
development which would just be a pale imitation of the hourgtaU Ldberal rtgin.’, 
which it is hoped would result in the emancipation of the workers by getting rid 
of hourgeoie Liberalism altogether. The complete democratisation of politics and 
economics would, it is hoped, effect the necessary improvement. On this -point 
wo ^dicalista must definitely part company with Bernstein and his confriru, 
for what we want is not a mere evolution, but a revolutionary creation of new 
social forms." ' 

^ “ An organisation of producers who will be able to manage their own aCairs 
without having recourse to the superior knowledge which the typical bourgeou 
is supposed to possess,” (Sorel, Dleomposition du 3farxisme, pp. GO-61.) 
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conception into real socialism. Marx could not possibly have fore- 
seen the vast potentialities of tho syndicai. If he had only known 
it how his heart would have rejoiced 1 The Neo-Marsdans can 
never speak of syndidalism without going into raptures. No other 
new source of energy seems left in this tottering middle-class system. 
But syndicalism has rvithin it the promise of a new societj', of a new 
philosophy, even of a new code of morality which we may call 
producers’ ethics, which will have its roots in professional honour, 
in the joy that comes from the accomplishment of some piece, of 
work, and in their faith in progress.^ 

(6) New stress has been laid upon the philosophy of class war, 
and a fresh appeal has been made for putting it into practice. The 
only real, sensible kind of revolution is that which must sooner or 
later take place betrveen capitalists on the one hand and wage- 
earners on the other, and this kind of revolution can only be clfcctcd 
by appealing to class feeling and by resorting to every instrumcnl 
of conflict, strikes, open violence, etc. All attempts at cstabhshing 
an imderstanding with the bourgeois class, every appeal for State 
intervention or for concessions, must be abandoned. Explicit trust 
must be placed in the method of direct action.* . 

Strife is to be the keynote of the future, and in the pending 
struggle every trace of bourgeois legalism will be ruthlessly swept 
aside. The fighting spirit must be kept up, not with a view to the 

‘ “ Rovolntionary eyndicaliBm is the great educative force which contem- 
porary Booiety has at itfl disposal to prepare it for the tafiks which await it." 
(Sorel, inflexions sur la Violence, p, 244; 1009.) 

“ In the general ruin of institutions Bomething now and powerful will remain 
intact. This will bo what is generally known n« the proletarian fouI, which 
it is hoped will survive tho general reassessment of moral values, but that will 
depend on tho energy displayed by the workers in resisting the corruption of 
tho hourgeoisit and in meeting their adv.vnccs with tho most unmistakable 
hostility." {Ibid., p. 253.) 

It is altogether a different point of view from that of the commmer, the 
shareholder, or tho “ literary i^cr,” who arc only intcrc.cfcd in tho success of 
buyers’ social leagues, or in consumers’ societies. Cf. p. 342. 

• This incessant Btruggle is what Sorel has named violence, which be thinks is 
peculiarly healthy. " I have shown, ” Bays he, “ that proletarian violence bw 
an entirely different significance from that usually attributed to it by politicians 
and amateur students of Eooicty.” It is incorrect, however, to say that be is 
in favour of Babotage. “Sabotage,” Bays Sorel, “belongs to the old r/gime. 
but docs nothing to set the worker in the way of emancipation.” {Mowemerl 
eoeialiste, 1905, November 1 and 15.) 

One cannot fail to eco tho antagonism which evists in France between the 
Sooinlblcs Unifids (which is largely recruited from the old JIarxian party) 
and the ByndicalistB, who condemn both nniTcrsal euffrage and parliamentary 
tntion, 

Tt.n. 





03 


4S2 Marxism 

intensification of class hatred, .but simply in order to hand 
the torch. 

The struggle has hitherto been the one concern of the revolutionary 
syndicalists. XJnlike the socialists, they have never paid anv 
attention either to labour or to social organisation. All this has. 
fortunately, been done by the capitalist, and all that is required 
now is simply to remove hirn .i 

(c) Nor has the catastrophic thesis been forgotten. This time 
it has been revived, not in the form of a financial crisis, but in 
the guise of a general strike, WTiat will all the bourgeois general- 
ship, all the artillery of the middle class, avail in a struggle of 
that kind ? \%at is to be done when the worker just folds his 
arms and instantly brings all social life to a standstill, thus proving 
that labour is really the creator of all wealth? And although 
one may be very sceptical as to the possibility of a general strike — 
the scepticism is one that is fully shared in by the syndicalists 
themselves — stiU this “ m]^h,” as Sorel calls it, must give a very 
powerful stimulus to action, just as the Christians of the early 
centuries displayed wonderful activity in view of their c.vpectation 
of the second coming of Christ. 

The word “ myth ” has been a great success, not so much among 
working men, to whom it means nothing at alL but among the 
intellectuals. It is very amusing to think that this exclusively 
working-class sodalism, which is not merely anti-capitalist, but also 
violently anti-infellcctual, and which is to “ treat the advances of 
" the bourgeoisie with undisguised brutality,” is the work of a small 
group of ” intellectuals ” possessed of remarkable subtlety, and 
even claiming kinship with Bergsonian philosophy.®, A myth 
perhaps 1 But what difference is there between being under the 
dominion of a myth and following in the wake of a star such as 
guided the wise men of the East, or being led by a pillar of flame 
or a cloud such as went before the Israelites on their pilgrimage 
towards the Promised Land"? * Such faith and hope borrowed from 

' “ One no longer thinks of drawing np a scheme which shall detennine the 
way in which people in the fnture are to seek their own well-being. The problem 
now is how to complete the revolntionary education of the proletarian.” (Corel, 
Dicompositton du Marzisme, introduction, p. 37.) 

* This group is represented by the review called' Le MouvantXii sodclW.e, 
which is controlled by M. Lagardelle. Sorel has withdrawn from the group and 
is now leading a campaign in favour of Catholic nationalism. 

The recent literature of syndicalism is very ertensire. We have already 
mentioned M. Guy Grand’s La Pkiloso^it Sy-dicalUlt. 

* inflexions eur h Violence, p. xocv. We must note, however, that M. Sorel 
protests against any confusion being made between the myth as he understands 
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the annoury of the triumphant Church of the first century, such n 
conception of progress which swells its followers Tvith a generous, 
almost heroic passion, puts us out of touch svith the historic mate- 
rialism so dear to the heart of Marx and brings us into line with the 
earlier Utopian socialists whom he so genuinely despised. Sorel 
recognises tliis, “ You rarely meet with a pure myth,” says he, 
“ without some admixture of Utopiam'sm.” 


CHAPTER IV: DOCTRINES THAT GIVE THEIR 
INSPIRATION TO CHRISTIANITY 

Everyone who knows the Bible at all or has the slightest acquaint- 
ance with the writings of the early Fathers must have been struck 
by the number of texts which they contain bearing upon social and 
economic questions. And one has only to recall the imprecations 
of the prophets as they contemplate the misdeeds of merchants and 
the greed of land-grabbers, or strive to catch the spirit of the parables 
of Jesus or the epistles of the Fathers concerning the duty of the rich 
towards the poor — a point emphasised by Bossuct in his sermon 
on The 'Emincni DignUy of ihe Poor — or dip into the folios of the 
Canonists or the Summa of Aquinas, to realise how imperative were 
the demands of religion and with what revolutionary vehemence its 
claims were upheld.^ 

But not until the middle of the nineteenth centurj' do we meet 
with social doctrines of a definitely Christian type, and not till 
then do wc witness the formation of schools of social thinkers who 
place the tcacliing of the Gospel in the forefront of their programme, 
hoping that it may supply them with a solution of current economic 
problems and with a plan of social, reconstruction.* It is not 
difficult to account for their appearance at this juncture. Their 
primary object was to bear witness to the heresy of socialism, and 
the nature of the object became more and more c\'idcnt as socialism 

it and Utopian socialism. The myth m obviously guperior in the fact that it 
cannot bo refuted, scoing that it is merely the expression of a conviction. Seo 
pp. XXV and 21R of the eamo work. 

‘ We need only recall the doctrine of asury and the legislation on the ques- 
tion — ^all of it Iho outcome of Canonist fcachinp. 

* A Catholic profo-ssor — long since forgotten — of the name of do Conx wroic .as 
follows in a book entitled Ftfai d’Bctmomte poUltpie, published in 18.12; "Tlic 
practical application of Catholicism wonld rwult in the finest pyrtem of focial 
eoonomT that the world has ever seen.” 
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tended to become more materialistic and anti-Christian. It became 
the Church’s one desire to -win back souls from the pursuit of this new 
cult. It "Was the fear of seeing the people — ^Ifer o'ffu people — enrol 
themselves under the red flag of the Anti-Christ that roused her - 
ardour.^ But to regard it as a mere question of worldly rivalry 
would be childish and misleading. Rather must we see in it a 
reawakening of Christian conscience and a searching of heart as 
to whether the Church herself had not. betrayed her Christ, and in 
contemplation of her heavenly had not forgotten her earthly mission, 
which was equally a part of her message ; whether in repeating the 
Lord’s Prayer for the coming of the Kingdom and the giving of daily 
bread she had forgotten that the Kingdom was to be established 
on earth and that the daily bread meant, not charity, but the wages 
of labour. . 

Both doctrines and schools are of a most heterogeneous character, 
ranging from authoritative conservatism to almost revolutionary 
anarchism, and it will not be without some effort that we shall 
include them all within the limits of a single chapter. But it is 
not impossible to point to certain common characteristics, both 
positive and negative, which entitle us to regard them all as members 
of one family. 

As a negative trait we have their unanimous repudiation of 
Classical Liberalism. This does not necessarily imply s disposition 
to invoke State aid, for some of them, as we shall see, are opposed 
even to the idea of a State. Neither does it imply a denial of a 
“ natural order,” for under the name of Providence and as a 
manifestation of the will of God the ” order ” was a source of • 
perennial delight to them. But man was to them an outcast without 
lot or portion in the “ order.” Fallen and sinful, bereft of his 
freedom, it was impossible that of himself he should return to his 
former state of bliss. To leave the natural man alone, to deliver 
bim over to the, pursuit of personal interest in the hope that it 
might lead lum to the good or result in the rediscovery of the lost 
way of Paradise, was clearly absurd. It weis as futile in the economic 
as it was in the religious sphere. On the contrary, the Christian 
schools maintained that the ” natural ” man, the old man, the 

* “Catholicism alone has the necessary coherion and power to withstand 
socialism, which has "been erected upon tho mins of the liberal system.” (Comte 
de Mim, La Qvtgiion eociah au XIXe Slide, 1000.) 

“There is no need to think of tho Chnrch ns a kind of gendarme in cassoch 
Binging itself against the people in the interest of capital. Rather itshonld be 
understood that it is working in tho interests and solely for the defence of th? 
weak.” (Comte de 3Inn, Diseours, April 1893.) 
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first Adam of the New Testament, must somehow be got rid of 
before room could be found for the new man within us.- Every 
available -force, whether religious, moral, or merely social, must be 
utilised to keep people from the dangerous slope down which egoism 
would inevitably l^d them.’ 

The new doctrines are also distinct from socialism, despite the fact 
that their followers frequently outbid the socialists in the bittemessof 
their attacks upon capital and the present organisation of society. 
They refuse to believe that the creation of a new society in the sense 
of a change in economic conditions or enidronmcnt is enough. The 
individual must also be changed. To those who questioned Christ 
as to when the IQngdom of God should come. He replied, “The 
kingdom of God cometh not with observation . . .. for, behold, the 
kingdom of God is within you,” and His answer is witness to the 
fact that social justice will only reign when it has achieved victory 
over human hearts. Social Christianity must never be compart 
with the socialism of the Liberals or the Associationists, for the latter 
believed man to be naturally good apart from the deteriorating 
effects of civilisation. Nor must it ever be classed with the col- 
lectivism of Marx, which has its basis in a materialistic conception 
of history and class war. Some of these Christian authors, it is 
true, regard State Socialism with a certain degree of favom and 
would possibly welcome co-operation, but to most of them legal 
coercion does not seem very attractive and they prefer to put their 
faith in associations such as the family, the corporation, or the 
co-operative society. We could hardly expect otherwise, seeing 
that every church is an organisation of some kind or other. The 
Catholic Church especially, whatever opinion we may have of it, is 
at once the greatest and the noblest aasodation that ever existed. 
Its bonds are even stronger than death. The Church militant 
below joins hands with the Church trium])hant above, the liranp 
praying for the dead and the dead interceding for the lirang. 

’ The Social Christiana somewhere make the remark that even if the orthodoi 
account of creation is deatined to disappear before the onslaughts of the evolu- 
tionary theory and Adam makes way for the gorilla, the problem would merely be 
intensified, for it would still be necessary to get rid of the “old man.” “ Wc live,” 
says Brunetiftro, “in .the strength of the victories won over the more primitive 
instincts of oar nature ” (Iteive dcs Dtvx Mondu, May 1, 1895). 

Kidd in his Social EvoliUion, a work which attracted great attention when it 
was first published in 1694, attempts to apply the Darwinian theory to Chris- 
tianity. He accepts the Darwinian hypothesis that the struggle foreristence 
and natural Bcleclion constitute the mainsprings of progress. But the struggle 
may demand, or the selection involve, the sacrifice of individual to coUcctiTe 
interest, and the only forcc'whioh can inspire such sacrifice is religion. 
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From a constructive standpoint they defy classification. Thst 
have a common aspiration in their hope of a society ivhere all men 
will be brothers, children of the one Heavenly Father, > but mam- 
are the ways of attaining this fraternal ideal In the same spirit 
they speak of a just price -and a fair wage much as the Canonists 
of the nliddle Ages did. In other -words, they refuse to regard 
, human labour as a mere commodity whose value varies according 
to the laws of supply and demand. The labour of men is secret 
and Roman law even refused to recognise bartering in res sacra. 
But when it becomes a question of formulating means of doing this, 
the ways di-vude. Numerous as are the Biblical texts which bear upon 
social and economic questions, they are extraordinarily vague. Atleast 
they seem capableof affording support to the most divergent doctrines. 

Some might consider it a mistake to devote a whole chapter to 
these doctrines, seeing that thej* are moral rather than economic, 
and that, with perhaps the exception of Le Play, whoisonly indirectly 
connected with this school, we have no names that can be compared 
with those already mentioned. But not a few intellectual move- 
ments are of an anonymous character. The importance of a 
doctrine ought not to be measured by the illustrious character of 
its sponsor so much as by the effect which it has had upon 
the minds of men. No one will be prepared to deny the influ- 
ence which these doctrines have exercised upon religious people, an 
influence greater than either Fourier’s, Saint-Simon’s, or Proudhon’s. 
3Ioreover, they are connected with the development of important 
economic institutions, such as the attempt to revive the system of 
corporations in Austria, the establishment of rural banks in Germany 
and France, the development of co-operative societies in England, 
the growth of temperance societies, the agitation for Sunday rest, etc. 
Nor must we forget that the pioneers of factory legislation, the 
founders of workmen’s institutes, men like Lord Shaftesbury in 
England, Pastor Oberlin, and Daniel Legrand the manufacturer, 
were really Christian Socialists. 

1 : LE PLAY’S SCHOOL 

Le Play’s school is very closely related to the Classical Liberal, 
some of its best known representatives actually belonging 'to both. 

^ It was no Christian Socialist, bnt Angnstc Comte, the founder of PositiTism, 
who wrote : “ The original eqnah'ty of men is not a doctrine founded simply upon 
the observation of sodal facts. It was only clearly afurmed for the first time by 
Chiiitianity." {TreiU dt PoU{\gvc,.\dL i,V‘ 

^ rrederio Le Play (1S06-S2) was a mining ei^ineer, and was educated at the 
Leolopolytechirique.- He enbtequently became a ; rofessor at the Scoledfs Mines 
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There is the same antipathy to socialism and the same dread of ' 
Stale intervention. 

But it is not difficult to differentiate from the more extreme 
Liberal school •which finds its most optimistic expression in the 
works of certain French writers. The cardinal doctrine of that 
school, namely, that individual effort is alone sufficient for all things, 
finds no place in Lc Play’s philosophy. Man, it seemed to him, 
was ignorant of what his own well-being involved. In the realm 
of social science no fact seemed more persistent or more patent 
than error. Every individual appeared to be born with a natural 
tendency to evil, and he picturesquely remarks that “ every ne\< 
generation is just an invasion of young barbarians that must be 
educated and trained. Whenever such training is by any chance 
neglected, decadence becomes imminent.” * 

Among the errors more particularly denounced by Lc Play were 
the special idols of the French bourgeois — the “ false dogmas of 
’89 ” as he calls them.® It seemed to him that no society could 
ever hope to exist for any length of time and still be content with 
the rule of natural laws, which merely meant being ruled by the 
untamed instincts of the brute. It must set to and reform itself. 
Hence his book is entitled Social Reform, and the school which 
he founded adopted the same title. 

Some kind of authority is clearly indispensable ; the question 
is what it should be. The old paterfamilias relation immediately 
suggests itself as being more efficacious than any other, seeing that 

and a Counsoillor d’lStat. In 1855 ho published n collection of Dionogmphs dealing 
with ■working-class families under tho title of Lts Ouxricrs europ^.r.ns, in ono vohiir.o 
(thoBooond edition, which appeared in 1877, consisted ol six volumes). In ISGf 
he published an exposition ol his social creed in La lUforme s-KiaU, a book that 
Montalembcrt declared to bo “ tho moat original, the moat coumgeous, the most 
useful, and altogether tho moat po'werful book of tho century.” It hardly derervea 
eueh extravagant praise, perhaps, but it ia tmo that many of ito more i>essimistio 
prophceics coneoming tho future of France have been very curiously verified. 

In 1850 Lo Play founded La Soci6t6 d’ficonomio socialc, "which since 1881 haa 
been responsible for tho publication of La eociale. He organised the 

Univeraal Exhibition in 1807. and was ono of (be firat lo arrange exhibitions of 
Bocial work. For a rtsvmt of liia life and work see Frldlric Lf Play Paprit lui- 
mime, by Auburtin (Paria, I90G). 

* Programme des Unions de la Paix sociede, chap. 1. . 

• “ Tho gravest and most dangerous error of all, and ono that has Ix.-cn tho 
parent of all our revolutions, is tho false principle which the innovafore of 17S9 
would put into praclico and winch affirms tho original perfection of mankind. It 
also encourages tho belief that a societj' composed of ‘ natural ’ men would enjoy 
peace and happiness ■without any effort at all, and that these desiderata are just the 
spontaneous outcome ol every free society.” 
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it is founded in nature and not on contract or decree,' and sprines 
from love rather than coercion. The family group under the 
authority of its chieJ^ which was the sole social unit under the 
patriarchal system, must again be' revived in the midst of our 
complex social relations. But parental control cannot always be 
relied upon, for the parent is frequently engrossed with the other 
demands of life, and there is positive need for some social authority. 
This new social authority will not be the State— that is, if Le Play 
can possibly avoid it. The first chance will be given to “ natural ” 
authorities — those authorities which rise up spontaneously. The 
nobility is well fitted for the task where it exists. In the absence of 
nobility, or where, as was imfortunately the case in Prance, they 
were impervious to a sense of duty, society must fall back upon the 
landed proprietors, the employers, and persons of ripe judgment — 
men who hardly deserve the title of savants, but nevertheless with 
considerable experience of life. Failing these it could still appeal 
to the local authorities, to those living nearest the persons concerned, 
to the parish rather than the coimty, the county rather than the 
State. State inten^ention is indispensable only when all other 
authorities have failed — in the enforcement of Sunday observance, 
for example, where the ruling classes have shown a disposition to 
despise it. The necessity for State intervention is evidence of 
disease within the State, and the degree of intervention affords some 
index of the extent of the malady.^ 

Seeing that he attaches such importance to the constitution of 
the family, Le Play is also bound to give equal prominence to the 
question of entail, which determines the permanence of the family. 
Herein lies the kernel of Le Play’s system. He distinguishes three 
types of families : 

1. The patriarchal family. The father is the sole proprietor, or, 
more correctly', he is the chief administrator of all family affairs. 
At his death all goods pass by fiill title to the eldest son. Such is 
the most ancient form of government of which we have any 
record. It is the political counterpart* of the pastoral regime, 
and both may still be seen in full operation on the Russian 
steppes. 

2, The family group. Children and grandchildren no longer 
remain tmder paternal authority throughout life. With a single 
exception thev leave the family hearth and proceed to found new 

i “ It is the great misfortune of France that the family should bo immersed in 
the commune, the oommuno in tho department, the department in the State. 
[La Rijormt tociale, voL iii. Book VIL) 
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homes. Whoever remains at home becomes the heir, after first 
becoming his father’s associate during the latter’s lifetime. He 
becomes the new head of the family by paternal wish, and not of 
legal right or necessity. The property thus passes to the worthiest, 
to him who is thought best able to preserve it. It is this rtgime, 
Le Play thinks, that explains the extraordinary stability of China ; 
and the same system, though somewhat shaken, is the source of 
England’s strength and vitality. There were some parts of France 
where, in spite of the Civil Code, a similar system was still in vogue. 
There was one such family in particular,, that of the Pyrenean 
peasant Melouga, whose history showed a wonderful continuity, 
and the story of that family recurs as a kind of leiimoliv through 
the whole of the writings of Le Play and his immediate disciples. 
The Melouga family has since become extinct. 

8. The unstable family, where all the children, as soon as they 
arrive at maturity, quit the home and set up' for themselves. At 
the father’s death the family, already scattered, is completely dis- 
solved. The patrimony is divided equally between all its members, 
and any business which the father may have possessed, whether 
agricultural or industrial, goes into immediate liquidation. This is 
the rigime bom of individualism which is characteristic of all 
modern societies, especially France. ' 

Le Play’s sympathy is entirely with the second, for the family 
group seems to hold the balance evenly between the two antagonistic’ 
forces which arc both indispensable for the welfare of society, 
namely, the spirit of conservatism and the spirit of innovation. 
Under the patriarchal system the former preponderates,^ while 
under the rigime of the unstable family it is utterly wanting. The 
latter reminds us of Penelope’s web — each generation making a 
fresh beginning. But this periodical division of wealth fails to 
give the desired degree of equality, for the removal of every 
trace of solidarity between the members means that the one may 
become rich and the other sink into poverty. Everyone fights for 
his own hand. Moreover, when children only remain with their 
parents for just a short period of tutelage there is a powerful incentive 
given to race-suicide, as is clearly shown in the case of France. As 
soon as the offspring find themselves in a position of self-sufficiency 
* *' It [the patriarchal Tlgime] in all matters relating to economic action or 
to social life showB greater attachment to the past than concern for the future. 
Obedienco is the koynoto rather than initiation. Tho family group tends to arrest 
^tho onterpriso which would cbnractcriso tho action of tho more independent 
members of tho family in a somewhat freer atmosphere.” {La Hiform'. tocieU, 
BookUI.) . 
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they leave the old home, just as the young animal does. Under 
such circumstances it is clearly to the interest of parents to have 
as few children as possible.^ 

The family group, on the other hand, entrusts its traditions and 
their preserv-ation to the keeping of the child who remains at home 
Those who leave have their way to make, and become heirs of that 
industrial spirit which has made England the mistress of the world. 
True fraternal equality is also preserved, for the old home always 
remains open — a harbour of refuge to those who fail in the industrial 
struggle. To mention but one instance, the “ old maid,” whose lot 
is often exceedingly hard, need never be without a home. 

Apart from moral reform, there seemed only one way of estab- 
lishing the family* group in France, namely, by greater freedom of 
bequest, or at the very least by increasing the amount of goods that 
may be given to any one child, so that a father might be able to 
transmit the whole of his land or his business to any one of his 
children on condition that the heir fairly indemnified each of his 
brothers should their respective shares be insufBcient® 

A father’s authority over his children is an indispensable element 
in the stability of society, and a master’s authority over his men, 
though derivative in character, is scarcely less so. The continuance 
of social peace largely depends upon the latter, and the preservation 
of social peace should be the essential aim of social science.® We 
are continually meeting with the expression “ social peace ” in the 
writings of Le Play^ and his school, and the associations which they 
founded became known as “ Unions of Social Peace.” 

Play’s first essay, an admirably planned Exposiiion of Social 
Economics, was published in 1SC7. The sole object of its author 
was to further the estabh'shment of such institutions as were likely 
to promote understanding among all persons employed in the 
production of the same goods. We might even be tempted to say 
that the whole co-partnership movement started by Dollfus at 

* “ In short, I have never met with a social oi^anisation which to the same 
extent vitiates the laws both of nature end morality.” 

• Le Play, who had some influence over Napoleon EH, tried to get him to 
consent to some such modification of the Civil Code. But the Emperor, though 
favourably inclined, and despot as he was, dared not alienate public sympathy in 
the matter. And really fathers seldom exercise the full authority which the law 
gives them even now. The evil, then, if it is an evil, is deeper than Le Play 
imagined, and seems to be moral rather than legal. 

= “ Human societies should aim not so much at the creation of wealth a« such, 
but rather at increasing the well-being of manldnd. Well-being includes daily 
bread, but it does not exclude social peace.” (Claudio Jannet in alestuie on i/?/ 
Qtieire Scales tTSconomie secisle.) 
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Mulhouse in 1850 with the utterance of the famous phrase, “ The 
master owes something to the worker beyond his mere wages,” v.’as 
inspired by Le Play.* te Play pinned his faith to the benevolent 
master. It was quite natural that the apostle of the family group 
should regard the factory as possessing a great deal of the stability 
and many of the other characteristics of the family, such as its quasi- 
permanent engagements * and its various grades of working men 
all grouped together under the authority of a well-respected chief. 

Le Play’s thesis that the salvation of the working classes can 
only come from above seems to have even less foundation than the 
opposite doctrine of syndicalism, which claims that their deliver- 
ance is in their own hands, and it was once for all refuted in a 
brilliant passage of Stuart Mill’s : ® “ No times can be pointed out 
in which the higher classes of this or any other country performed 
a part even distantly resembling the one assigned them in this 
theory. All privileged and powerful classes as such have used 
their power in the interest of their own selfishness. ... 1 do 
not affirm that what has always been must always be. This at 
least seems to be undeniable, that long before the superior classes 
could be sufficiently inspired to govern in the tutelary manner 
supposed, the inferior classes would be too much improved to be so 
governed.” 

Besides the master and the State there was still another factor 
of social progress wiiich is of prime importance at the present time, 
namely, working men’s unions. One might reasonably have expected 
a more sympathetic treatment for them at Le Play’s hands, especially 
when we remember that they were proscribed by the “ false dogmas 
of ’8,9.” But he had little faith in union, whether n corporation or 
n co-operative society.* Trade unionism especially seemed rather 
useless, because it tended to destroy the more natural and more 
efficient organisation which appeared to him to be merely an exten- 
sion of the family group. It is true that Le Play never saw unionism 

* Wo must remember that these were the orthodox vievra then. Villcrmf, 
witing in 1840 in his celebrated Tableau de VEtat moral ti jihytique du Ouvrseri, 
tiiought it was the employers really who could best improve the circumstances 
and character of the workers. 

’ Wo get some idea of the importance which he attributed to the per- 
manence of engagements when we realise that ho contemplated the abolition of 
slavery with a measure of regret, (ia It^Jormc eociah.) 

• Principles, Book IV, cliap. 7. 

‘ “ Among the panaceas advocated in our lime none has been more criticised 
than ‘ association.’ From a practical point of view these societies seem to 
present none of the advantages ordinarily nnrociated cither with complete in- 
dopendenoo or vrith a well-managed husineas concern,” 
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in operation, but it is hardly probable that he would have modihed 
his opinion. At any rate, the attitude of his disciples is not much 
more favourable. ' . 

One feels tempted to say that there is nothing very new in all 
this. The remark would have been particularly gratifying to Le 
Play, who considered that invention was impossible in social 
science and that what he himself had done was merely to make a 
discovery. 

The discovery of “ the essential constitution of humanity,” as 
he called it, was, he thought, the outcome of his methods of observa- 
tion. Hjs method was really always more important than his 
doctrine. It has always enjoyed a considerable measure of success, 
and it seems to-day as if it would survive the doctrine. Le'Play 
was brought up as a mining engineer and had travelled extensively,* 
Twenty years of his life had been spent in this way, and during 
that period he had travelled over almost the whole of Europe, even 
as far as the Urals. It was while staying in the neighbourhood of 
those mountains that he conceived the idea of writing monographs 
dealing with individual families belonging to the working classes, 
a method of investigation which he is never weary of contrasting 
with that other “ disdainful method of invention.” * 

To write a family monograph ® d /o Le Play is not merely to relate 
its history, to describe its mode of life, and to analyse its means of 
subsistence, but also to sum up its daily life in a kind of double- 
entry book-keeping where ev'ery item of expenditure is carefully 
compared and balanced with the receipts. But there is much 
that is artificial and a great deal that is childish in this seemingly 
mathematical precision, where not, merely econoihic wants but, such 
needs as those of education, of recreation, and of intemperance, 
virtues as well as vices, are catalogued and reckoned in terms of 
£ s. d. Its ad%'antage h'es in its holding the attention of the obsen'cr, 

^ “ I have frequently posted as much as 1000 kilometres in order to con- 
anlt some eminent landowner living on the confines of Europe.” (Letter to M. de 
Eibbes, Octobers, 1867.) 

* “ This method is based upon a careful observation of each fact and its past 
history. Nothing is left to the imagination, the presnpposition, or the prejudices 
of the observer. It is essentially scientific and exact.” (Za Beformc cn Eurojyt.) 

* These monographs appeared first of all, as we have seen, in his great work 
on the European workmen in 1855. The work has been carried on by his disciples 
and the resnlts incorporated in the Ouvriere dcs Dtuz Mondes, which already 
numbers above a hundred volumes. They have also employed the method in 
writing monographs on industries and commnnes, etc. 

The method requires supplementing by reference to statistics of population and 
wages, which can only be supplied, of course, by Govemmenta. 
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even when he is a mere novice at the work, by obli^ng him to put 
something in every column and allo-iving nothing to escape his 
notice.* 

But when Le Play proceeds to declare that this method has 
revealed the truth to him and helped him to formulate the doctrines 
of which we have just given a risvmi it really seems as if he were 
making a great mistake. Actually it has only revealed what Le Play 
expected to find ; in other hands it might have yielded quite different 
results. He declares that it has proved to him that only those 
families which are grouped under paternal authority and which obey 
the Ten Commandments are really happy,* That may be, but 
how would he define a happy family ? “A happy family is one that 
dwells in unity and abides in the love of God.” He has thus armed 
himself with a definite a priori criterion of happiness ; * but there 
is nothing to prove that the unstable disorganised family of the 
Parisian factory hand may not be infinitely more happy than the 
family group of Mclouga or the patriarchal family of the Bashkirs 
of Turkestan. 

A comparison has often been drawn between Le Play’s school 
and the German Historical school. It is pointed out that both 
schools lay great emphasis upon the method of observation and 
focus attention upon the institutions of the past, and that to some 
extent they both represent a reaction against Liberalism and Classical 
optimism. But the resemblance is wholly supctficinl. At bottom 
the two schools are not merely different, but even divergent The 
German school seeks the explanation of the present in the past 
while Le Play’s school is merely out to learn a few lessons. The 
one studies the germ which is to develop and to bear fruit, while 
the other admires the type and the model to which it thinks it 

' ♦ ■» 

• " The comparison of rccoipts and cxpcndilnrc fLouId help to discover any 
oversight, jnst as tho weight of a chemical snbslance both before and after an 
experiment helps to determine tho nature of the chemical reaction." (Bnrcan, 
L'CEwre d’Utnri di Tcmrvillt.) 

• With a good deal of candour he admits oCcring a reward to anyone who 
conld show him a single happy family except under conditions of tbia kind* 
" But," ho adds, " all my ciloris proved fmitlass.” (J>a Ota-rier* europitr^, 
Tol. iv, introduction.) 

® When Le Play teaches us that the essential condition oi cocicty implies 
A double /onndatfon — the Decalogue and paternal authority, 

A twofold link— religion and eovereignty, and 

Three kinds of material — the community, private properly, and cm. 
ploycrs, 

we cannot help thinking that the eo-called method of obfcrration hw* a very 
ptonouneed trait of dogmatism in its coastitution. 
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necessary to conform. The one is evolutionary, the other traditional, 
and the conclusions of the former are radical in the extreme, and 
even socialistic, while those of the latter are usually conservative. 

And so Play’s true position is in the chapter dealing with Social 
Christianity, and not among the writers of the Historical school. 

His unshaken belief in the natural propensity of man to evil 
and error is sufficient to ^ve him his place. But we must beware 
of confusing his doctrine with that of the Social Cathoh'cs, for, 
unlike them, he is rather prone to invoke the authority of the 
Mosaic law, especially the Decalogue, and to take his illustrations 
from England, which is a Protestant country, or from China or 
Mohammedan lands. His importance among authorities on social 
questions is not very great, but his attitude towards Church and 
clergy was on the whole defiant,* and the plan of reform of ^vhich 
we have just given an outline is very different from that of the 
Social Catholics. 

There was a schism in the school in 1885. The “ Unions of Social 
Peace,” vrith their organ. La Riforme socials, have on the whole 
remained faithful to the programme as outlined in this chapter. 
The dissenting branch, on the other hand, with M. Dcmoh’ns and 
the Abb^ de Toundlle as leaders, has developed the doctrine on its 
ultra-individualistic or Spencerian side, so that only in origin can it 
be regarded as at all coimectcd with the school of Le Play. 

- The “ School of Social Science,” as it is called — at least, that is 
the name it has given to its review — claims that it is still faithful to 
the method of the master. It even goes so far as to say that Le Play 
was ignorant of the full possibilities of this method, and condemns 
his failure to establish a positive science by means of it. In reality, 
however, the master’s method has quite a subordinate r6Ic in the 
activities of this new school, for the simple reason that it is practically 
useless except for the production of monographs. The new school 
arranges its facts according to their natural relations, and attempts 
to link the study of social science to the study of geographical 
environmenL® The study of environment receives some attention 
in the works of Le Play ffimself, but it has assumed much greater 
importance since ' then. To give but a single instance, the new 

* '• The principal object to aim st here is the limitation of the ecclesiastical 
ftTfonr.d with a view to keeping them all fully employed,” as he adds loter on. 
He had the same antipathy to reh'gious congregations as he had to other form* 
of association. 

* ” No social phenomenon can ever he explained if it is taken out of its own 
setting. AIlEOcialsdenceis based upontMslaw.” (DcmoUiis.La Claeiifcathn 
r^cioh.) 
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school attempts to show how the configuration of the Norwegian 
fiord, the almost complete absence of arable land, and the conscquen' 
recourse to fishing as a means of livelihood, even the very dimensions 
of their sea-craft, have helped to fix the type of family and even the 
political and economic constitutions prevalent among the Anglo- 
Saxon race. In a similar fashion, the vast steppes of central and 
southern Asia have begotten a civilisation of their own. It is 
the Historical materialism of the Jlandan school reappearing in 
the more picturesque and more suggestive guise of geographical 
determinism.* 

The new school, however, is not very favourably inclined to 
Le Play’s programme of social reform, especially its teaching con- 
cerning the family. Their aim is not the preservation of the 
family, but the placing of each child in a position to found a family 
of his own as soon as possible. Their object is neither farfiily 
nor communal solidarity, but self-help, not the family group, but 
the single individual family, not the English, but the American 
home. Demolins is an ardent believer in the struggle for existence, 
and no one has ever professed greater contempt for the solidanst 
doctrine. “ Social salvation, like eternal life,” says he, “ is 
essentially a personal affair ” — a singularly heterodox decl.a ration, 
by the way, for if salvation is a purely personal matter of what use 
is the Church ?* 

II; SOCIAL .CATHOLICISM 

The terra “ Catholic Socialism,” which is occasionally employed ns 
an alternative to the above title, is objected to by the majority 
of Catholics as being excessively restrictive. The generic term 
“ Christian Socialism ” was first employed by a Frenchman, Francis 
Huet, in a book entitled Le Ebgne social du C/irisflanfsiric, published 
in 1853.* 

‘ Tho Bimilarity noted boro has given rise to emphatic prote-ils on the pe-rt 
of certain mombors of this school. There is no need to l.ako oiTcnco at the 
epithet, however, provided we are c.ircfol to distingnish it from philasophie 
materialism and recognise that it doca not nece?;y\ri!y exclude idealism. 

* This branch of tho school, of which Tonrrillo and Demolins were the earliest 
leaders, has given as several excellent books. Demolins’ own work on the 
superiorityof tho Anglo-Saxons caused quite a stir. Tlicn there is IL dc Rousiers’ 
book on producers’ industrial unions, and P. du Moroussem’s. Wc would 
also specially mention Paul Bureau’s Le Contra! dc Travail (lf02), La Pariicipaiion 
aux Btnificcs, and La CrUimoralc drj Temps rnnivtaux. Bureau’s work is charac- 
terised by proci.'^e impartial aDDlysis of facts combined with great moral fervour. 

■ • Hnot was a profesror at Ghent, which accounts for bis being considered r. 
Belgian, Ju-st as Walras is generally considered o Swiss. 
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But at least tiro other authors, namely, Buchez in his Esfal 
(Tun Traits complet de Philosophie au point de me du CaihoUcUvn 
^ Pnogr^ (1838—40), and the fugitive Abbe de Laxnennais in La 
Question du Travail (1848), can Ia\' considerable claims to priority 
in the matter, Buchez was the founder of the Co-operative Associa- 
tion of Producers (1832), and Lamennais outlined a scheme of 
co-operative banks almost exactly like those afterwards established 
in Germany by Raiffeisen.^ 

Present-day Catholicism, however, shows no great desire to honour 
any of them. The one ambition of these three republicans was to 
effect a union between the Church and the Revolution.® The most 
advanced of the Social Catholics of to-day, on the other hand, would 
be well satisfied could they establish some kind of understanding 
between the Church and democracy. Such at least is the programme 
recently laid down by 3L Marc Sangnier, the founder of the Siilon. 

About the same time we find Monseigneur yon Ketteler, .Bishop 
of Mayence, preaching a doctrine which drew its inspiration, not 
from “ the false dogmas of ’89,” but from the institutional life 
of the Jliddle Ages, from the guilds and the other corporative 
associations, which are minutely described by him and his disciples, 
espedally Canon Moufang and the Abbe Hitze. Some such insti- 
tutional activity was again to form the corner-stone of Social 
Catholicism.* 

* He wa£ the first to emphasise the importance of borrower® combining. 
Only in this way can the poor hope .to o5er some real secnrity. “ How is it that 
the worker cannot borrow ! Simply becanse he has no security to oEer except 
just his work in the future. That future guarantee can only become real and 
certain by means of combination. Union eliminates the uncerteinty which 
hitherto made the security worthless and the loan impossible.” (Xa Qvisiton £u 
Travail, p. 25.) 

“The problem is to outline a state of society where working men will work 
only for themselrf^ and not for others ; where none will reap but has already 
sown, and where each will enjoy the fruite of his own labour.” (Hid.) 

* “ Christianity and revolution as far as humanity is concerned have identical 
aims, and the one is the natural outcome of the other.” (Buchex, Traile dt la 
Politique., voL ii, p. 504.) 

* iloufang’s prineipal writings were published in IS64 under the title of Le 
Qiiesiion ouvribrt el k Chrutiar.ieme. He could never make np his mind as be- 
tween the corporative and the co-operative ideal, however. The latter was very 
much to the front just then, not only in France, but also with (he English 
Christian Socialists and with the German socialist Lassalle. Thi.s was before the 
co-operative movement was eclipsed fay trade unionism, 

Hitxe, however,- shows, none of Ms master’s hisitatiom but emphatically 
decisrea that “the solution of the social question is essentially and cxclcrlvcly 
bound up -srith a reorganisation of trades and professions. We must have th* 
medisval rlqine of corporations re-established— o rfyime which often! a bett« 
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During the“ period of the Second Empire most of the Social 
Catholics seem to have fallen asleep, but they •were aroused from 
their slumbers by the disaster of 1870. The Comte Albert dc Mun 
proved the inspirer this time, and his noble eloquence, which led 
to the formation of unions of Catholic working men, was instru- 
mental in giving the movement a vigorous start. The same period 
witnessed the appearance of L’ Association catholiqns, a review which 
took as its programme the study of economic facts in a Catholic 
spirit — an object that has always been kept steadily in view. 

Organisation in the form of corporations was given first place in- 
the Social Catholic programme.* Le Play’s corner-stone — the family 
organisation — ^was not rejected, but they considered that though 
the family was to remain the basis for moral reform a wider associa- 
tion of an economic character must serve as a basis for economic 
reform. 

At first sight this may seem somewhat surprising. The con- 
nection between these professional associations and the teaching of 
the Gospel is not very evident, nor is it very clear how such organisa- 
tions could ever hope to Christianise society. But although the 
Gospels know nothing of a corporative or any other rSgime we must 
not f’orget their prominence during the Middle Ages — when the 
authority of the Church was in the ascendant. As long os this 
rigime lasted what we understand as the social question — the vexed 
problem as to whether we possess sufficient moral strength to 
keep the peace bet^s'een capital and labour — never presented itself. 
The problem is, of course, somewhat different to-day, but its solution 
may possibly require the exercise of similar virtues, namely, obedience 
to a detailed system of organisation coupled with a feeling of brother- 
hood — the chastening of the whole complexity of social relations by 
the spirit of Christianity. 

solution of the Booinl problem than any which existed cither before or after. Of 
course times have changed, and certain featnres of the mediwval rlgxmt would 
need modification. But some such corporative rlgimt conceived in n more 
domooratio spirit must form the economic basis.” {Capital and Labour.) 

* ” Wo must direct nil our privato initiative and concentrate public attention 
upon this one reform — the corporative rcorg.rnisation of EOcicly." {Progran-.me 
de I’OEuvre des Gercks ouniere, April 1894.) 

Cj-operntivo association is dismissed altogether. The Social Cit holies 
have especially little sympathy with the Email retail co-operative Etores.beeaufc 
they threaten the oxistenco of the email merchant and the small artisan — 
types of individuals that arc dear to the heart of the Catholics. On the other 
hand, it shows itself very favourably inclined towards co-operative credit, because 
of the possibility of assisting the classes already referred to— the shoptceper and 
the email merchant. 
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Some of their opponents have not hesitated to charge these 
Catholics with a desire to return to the feudalism of the hGddle Ages, 
which is of course utterly false, mat the Social Cathoh'cs wished 
to do was to bund up the new social structure upon the basis of 
the modem trade muon, or upon sj-ndiealism ; and the proof 
that the foundation is not at any rate too narrow lies in the 
fact that the new schools of soci^sts can conceive of none better. 
With this as the foundation they looked forward not merely to 
the development of a new society, but abo to the rise of a 
new ethic. The fact that .they forestalled the sodalists in this 
respect shows that the Social Catholics were at least not hopelessly 
antiquated. 

Early in the historj' of the movement they tried to organise a 
kind of mixed syndicai consisting both of masters and men, because 
this seemed to them to offer the best guarantee for social peace. 
But the results proved disappointing, and they were soon forc<^ to 
relinquish that idea and to content themselves with a separate 
organisation of masters and men co-operating only in matters 
relating to the regulation of work or the settb'ng of differences.' 
Such collateral unions, it was at first thought, would gradually 
become the organs of labour legislation, and the State would entrust 
them with the discharge of that function because of their greater 
freedom in the making of experiments. Ail questions affecting 
the interests of a trade, the hours of labour, Sunday observance, 
apprenticeship, the sanitary condition of the workshops, the labour 
of women and children, and even the rate of wages paid, instead 
of being regulated as the}’ are at present by brutal, infiesihle laws 
which are seldom suited to meet every individual case, would 
henceforth be settled by the union, and the rules of the union would 
be incumbent upon all the members of the trade or profession, 
both masters and men. Everyone would be free to enter the union 
or to decline membership just as he chose, but no member would be 
allowed to violate the rules of the union or to lower the conditions 

* In 1894 the Congress of Catholic Circles which met at Rheims dcckredthat. 
“ without Tni'ni'mi-nn^ the diScolties which stand in the way of extending the 
mired tyrJicaie, the formation of such ijndiceils most he our chief aim." In 
Father Eutten, one of the leaders of the Belpan Catholic Syndicai movemeni, in 
a report on the syndicalist movement writes as follows : “ Y7c do not doepir 
of the mixed at-wdscat, which in theory wo certainly think is nearest perfection. 
But we must not blind ourselves to facts, and whether we will or no we have to 
admit that at the present moment the mixed iyndicat in nineu-industricsont of 
every hundred seems quite Dtopisa." {Quoted by Dechesns, SyrMcaU O'^vrku 
hdgts, p. 7G; 1906.) 
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of labour in any way, “ Free association within an organised 
profession,” such is the formula. * 

To those Liberals who feign indignation at seeing purely private 
institutions thus invested with legislative authority it may be 
answered that the “ labour union ” so constituted forms an associa- 
tion which is as natimal and as necessary — understanding by this 
that it is independent of the voluntaiy conventions of the parties 
interested — as one based upon community of residence. Everj'body 
admits that the inhabitants of the commune ought to submit to 
the rule of the organised majority. 'VVhat difference would it make 
if the majority thus organised constituted a corporation rather 
than a commune ? ® 

Some go so far as to regard these professional associations 
as possessed of an important pohtical role, and would even go the 
length of making this new corporative unit the basis of a ncwfranchise 
for the election of at least one of the two Chambers. 

. It is not very eas}', perhaps, to get a clear idea of what a society 
built upon a plan of this kind would really be like, but the difficulty 
is no greater in this case than in some others. 

In the first place it would have to be a society professing the 
Catholic faith.^ Should the enemies of religion or even the in- 

* Such is the programmo os outlined espcciclly in Austrin, which i.s one of the 
countries where Social Catholicism seems fairly powerful. Ao a matter of fact, 
tho corporative rtgirm has never quite disappeared there, and for some years now 
attempts have been made to rovivo it in tho omalier orafts. Tho now corporation 
would tnko tho form of a oentrolisod organisation, whoso regulations would bo 
obligatory upon all the membore of tho craft. 

' “ Tho commune has alw.ays been organised. 1b tbero any reason why tht 
trade should not bo f In both caacB special relations are ostabh’sbed, rpooia! 
needs ariEo, there arc frequent conflicto and occasionfll harmony between tho 
different intorcate. But all of them are nevorthelccs intimately bound together, 
and the links connecting them must bo oo-ordinalcd on some rcgulor plan if every 
one is to bo safe, ond free to follow his own bent.” (ricnri Lorin, Prir.cip't dt 
V Organisation professionnelle, in L' Association caiholiguc, July 1C, 1SD2.) 

To this it might be reph’ed that tho majority generally make."; tho law for the 
commune, but that in tho case of a free corporation it is often tho minorilj- that 
rules. To which it might bo retorted that tho so-called majority i.s often not 
better than a minority of the electors, and a very small minority indeed of the 
whole inliabitants — who of course include women, who generrJiy h.avo no votes. 
Moreover, as soon as tho rules of tho sgndicat became really obligatory the 
majority if not tho whole of tho workers in tho trade would bo found within (he 
union. 

• Father Antoinowri(c.sasfo!!owsinhif;C'our,'i<r^cor.<jmtcf£KnV:/<-,p. 164; “The 
•ocinl question can never bo completely solved until wo have a complete revival of 
Christian morals.” Still more categorical is tho declaration of M. lA-on Harmd 
in L’Associaiion cathdliguf for Hcceniber IRSO : " We can scti only one remedy. 
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different b}- any chance ever gain the upper hand in the social unit 
the whole structure would immediately fall to the ground. Its 
realisation, accordingly, is quite hypothetical. 

It would also be a society founded upon brotherhood in the full 
sense of the term. The only r^ brotherhood is that founded 
upon the fatherhood of God, and not upon any socialistic conception 
of equality. But even brotherhood and a common parentage may 
not be sufficient to prevent irregularities, and the family relation 
in addition to this almost ine^atably implies the rights of the 
youngest and the duties of the oldest. Within the corporati%'e unit 
already outlined true equality would always reign, for the humblest, 
meanest task would be of equal dignty with the most exalted 
office in the State, and everyone would be content and even proud 
to live where God had placed him.* 

Such a society would be a pure hierarchy. All the authority 
and responsibility, aU the duties involved, would be on the master’s 
side. On the worker’s side would be rights respected, life assured 
on the minimum level, and a re-establishment of family life.* 

Social Catholicism further undertook to disprove the first article 
in the socialist creed, namely, that “ the emancipation of the workers 
can only be accomplished by the workers themselves.” It main- 
tained that, on the contrary, this object could only be accomplished 
by the help of the masters and of all the other classes in society, 
not excluding even the non-professional classes, landed proprietors, 
rent-receivers, and consumers generally,® all of whom ought to be 

and that is that the authority of the Pope should bo recognised all the world 
over, and his ruling accepted by all people.” 

The annual study reunions which go by the name of les Scmainca tociaUi, 
and which afford one of the best manifestations of the kind of activities which 
Social Christianity gives rise to everywhere, ere not so exclusive. Econvn^ic 
questions of all kinds are discussed, but the programme is not strictly GathoL'c 
at all, and the basis is wide enough to include everyone who is a professed 
Christian. 

* “ The corporations which would be set up under the agis of religion would 
aim at making all their members contented with their lot, patient in toil and 
disposed to lead a tranquil, happy life ” (aua eorie contenios, opmimgut paixerita 
d ad qiiidam ac tranquiUam vilam agendam inducani). fEnoyclical of Leo XH, 
December 28, 1878, called the Quod ApodoUci. See Htdonj of Corporaliom, by 
M. Martin Saint-Leon.) 

* “The corporation is simply the model of the Church. Just as for tbt 
Church all the faithful are equal in the sight of God, so here. But equality end* 
there. For the rest it is a hierarchy.” (S6gnr-Lamoignon,X’A«Jociationcatf.oJi?«', 
July 13, 1894.) 

* The Ligne socialo d'Acheteurs, founded in Paris in is of Social Catholic 

inspiration. 
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informed of the responsibilities wJiich their different positions 
impose upon them and of the special duty which is incumbent upon 
all men of making the most of the talents TOth which the Master 
has entrusted them. 

The German Christlichc Gewerk'vcreine, which gets most of its 
recruits among the Catholics, is already taking an important part 
in German political life and is doing something to counterbalance 
the “ Reds,” or the revolutionary socialists. They advocate the union 
of masters and men, but are extremely anxious not to be confused 
with the “ Yellows,” or those who advocate mixed unions. In other 
words, they are independent both of the masters and the socl.-ilists. 

State intervention might be necessary at first in order to estab- 
lish the corporative rSgime, but once founded it would naturally 
monopolise all the legislative and police power which affects labour 
in any way, especially in the matter of fixing wages, ^ arranging 
pensions, etc. The legislature would still find ample material to 
exercise its powers upon outside these merely professional interests, 
especially in regulating the rights of property, prohibiting usurj', 
protecting agriculture, etc.’ 

“ The State,” says the Immortak Dei, an Encyclical of Pope 
Leo XIII — repeating a text of St. Paul — “ is the minister of God 
for good,” Elsewhere St. Paul declares that the Law is the 
schoolmaster to bring us unto Christ, and if we paraphrase this to 
fiican that the function of law is to lead men to a higher conception 
of brotherhood we have a fairly exact idea of what Social Catholicism 
considered to be the function of the State. Ocaisionally the parly 
has betrayed signs of more advanced tendencies which would bring 
it more into line with modern socialism. But for the most part 
such indications have been of the nature of individual utterances, 
winch have generally resulted in the formal disapproval of Rome 
and the submission of the rebel. 

* “ More important oven than freo will, whether of ma-itcr? or of men. is that 
higher and more ancient law of matuml justice which demands that wages ehould 
always bo sufficient to enable the worher to lead a rober and honest life. But 
lest the public authority in this ca.'e, as in some other onalngous cases, such ns 
the que.'Jtion of the length of the working d.'iy.thould nnwiscly inlcrrcnc, and in 
view of the great variety of circumsianecs, it is better that the solution should 
bo left in the hands .of the corporations or the unions.'’ (Encyclical. P.erum 
Notrsntm, ISPl.) 

' The' Social 0311101101 wherever found arc asually Protectionists, the reason 
being tlint they think their ” corporative rlyitne could never be kept going without 
some protection against foreign oompotition.” and also becau.se most of their 
ndherenta are drawn from the ranks of the agriculinral unions. {Projramrr.t d; 
VCEuvrt dtt Certh» ouvricra, Art, 7.) 
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It was M. Loesewitz in 1888 who made the first violent attack 
upon the so-caUed producti\dty theory of capita! in ^Association 
catlwlique.^ It caused quite a sensation at the time, and provoked 
a disappro\*ing reply from the Comte de Mun. Afterwards, however, 
the article became the programme of a party known as “Les jeunes 
Abbes.” Nor must we omit to mention the growth of the Sillon, 
founded in 1890, the political ambition of whose members is the 
reconciliation of the Church and democracy and even republicanism, 
and whose economic aim is the abolition of the wage-earner and his 
master.* This is also the aim of the syndicalists, and Article 2 of 
the Confederation generale du Travail (C.G.T.) declares that one of 
the avowed objects of the federation is the disappearance of the 
wage-earner and the removal of his master. Instead of seeking a 
solution of the problem in the parallel action of syndicais of men 
on the one hand and of masters on the other, it would suppress the 
latter altogether, leaHog the men the right of possessing their own 
instruments of production and of keeping intact the produce of their 
labour. It is true that the Sillon is under the ban of the Pope, but 
this essentially sjmdicalist movement is still in existence. 

If the Catholic school has experienced some difficulty in throwing . 
out a left wing it has never been without a right wing which has 
always shown a predilection for the masters. “ The problem is not 
how to save the worker through his own efforts, but how to save 
him with the master’s co-operation ” — the benevolent master of 
Le Play’s school over again.* The right wing, moreover, thinks that 

* “Tho so-called productivity of capital, which constitutes the greatest 
iniquity of profit-making society, and which is from an economical point of view 
the final cause of social suffering, is nothing better than a word invented to hide 
the real fact, namely, the appropriation of the fruits of labour by those who 
possess the instruments of labour.” (I^sewitz, LcgitlaHon du Travail, in 
nAssociaiion calholiqut, ISSO.) 

* Extract from a report of a meeting of the Sillon, November 1907 : 

“ Maec Saxqxixk- The social transformation which we dosiro to sec, com- 
rades, will aim. not at absorbing the individual but rather at developing him. 
We want the factories, the mines, and the industries in the possession, not o! 
the State, bnt of groufs of workers. 

“Ax IxTESSUTXSE. That is Socialism. 

“iltEO Saxoxise. You can call it socialism if you like. It makes no 
difference to me. But it is not the socialism of tho socialists, of the ccnlralliinr 
socialists. We don’t want to set the proletarians free from the control of the 
masters to pot them under the immediate control of one great master, tne 
State ; we want tbs proletarians themselves, acting collectively, to become their 
own masters." 

* Milcent, in L’ Association caihrAigwe, 1897, vol. ii, p. 53. There is a Catholic 
Social school which is Liberal and individualist in its tendencies, and v^hich is 
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the existing institutions would prove quite equal to a solution of the 
so-called social question if they were once thoroughly pcnncatcd 
with the Christian spirit or if the leaders really knew how to deal 
with the people, 

III ; SOCIAL PROTESTANTISM 

Belief in the essentially individualistic nature of Protestantism 
i« fairly widespread. ’ For confirmation there is the emphasis it has 
always laid upon the personal nature of salvation and its denial of 
the necessity for any mediator between God and man, save only 
the Man Christ Jesus, whereas Roman Catholicism leaches that only 
■ arough tlie Church — that great community of the faithful — is salva- 
tion ever possible. Protcf.tantism is the religion of scif-help, and 
naturally enough its social teaching is somewhat coloured by its 
theological preconceptions. Nor must we lose sight of its con- 
nection with middle-class Liberalism ; and thus while in politics it 
is generally regarded as belongin" to the left, in matters economic it 
is generally on the extreme right.* 

Wliatevcr truth there may be in this attempt to sum up its 
doctrine and historj', we shall find as a matter of actual fact that on 
economic grounds it is much more advanced than the Social Catholic 
school ; and its extreme left, far from being content with the extinc- 
tion of the proletariat, also'demands the abolition of private properly 
and the establishment of complete communal life. 

Social Protestantism, or Christian Socialism ns it is known in 
England, has a birthday which may be determined with some degree 
of accuracy. It was in the year 1850 that there was founded in 
England a society for promoting workingmen’s assocmlions, having 
for its organ n paper entitled J’/ir Christian Socialist.^ Its be.sl 

represented by each writers ns the Intc Charles Perin. profewor nt Louniin, 
author of As Richesst nnd La Socialume ehrOirn, end by Jl. liambacd. nuthor 
of Gours d'Hutoirt dts Dasirints. Nor ought wc to forget their connection 
nith tbo dovclopmcnt of ngrioulturol credit banks of the IV.iiJd'rn type which 
have been established in Germany, France, and Italy — alfhoegh their inception 
in Italy is largely fbo work of o Jew untncd Wollcmborg. 

* Such, forexntnplo, is tho opinion of Niftiin liis bookon Catholic Sodalircj, 
and becatifio of that rather unsalisfacfoiy rraron he only deroicf a few page.s to it. 

* There nro eovera! historical confiderations that may with advantage be 
Kept in mind in dealing with this subject, ench as, for example, the notable fact 
that while the Catholic Church has always been oppo-od to Ufury.il was Colvin 
and Calriniste like Saumaise and tho ancient jurist Dumonlin who first jestifird 
tho practice of talang interest. 

* Tht Christian Socialist was preceded by another paper called Pdiiics /or 
the Peoiic, foondfd in 1818, which may bo taken at tl-.e birthday of the more- 
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kno-pm representatives were Engsley and Slaurice, who subsequentlv 
became respectively professors of history and pliilosophy at Cam* 
bridge, A small number of lawyers also joined the society, among 
whom Ludlow, Hughes, and Vansiitart Neale are the most familiar 
names. Kingsley- was much in the public eye just then, not only 
because of his impassioned eloquence, but also on account of the 
success of his novel AUon Locke, which is perhaps the earh'est piece of 
socialistic fiction that we possess. It is the story of a joirnieyman 
tailor and his sufferings under the sweating system — the horrors 
of which were thus revealed to the public for the first time.^ 

The object which the Christian Socialists ® had in view^ as we 
have already seen, was the establishment of working men’s associa- 
tions. What type they should adopt as their model was not very 
easily determined. The trade unions, little known as yet, were just 
then struggling through the convulsions of their early infancy. 
.Jloreover, they were exclusively concerned with professional matters, 
with the struggle for employment and the question of wages, and 
altogether did not seem very well fitted to develop the spirit of 
sacrifice and love which was indispensable for the realisation of 
their ideal. Neither did the co-operative associations of consumers 
seem very attractive. True they had attained to some degree of 
success at Rochdale, but they were inspired by the teaching of 
Owen, which was definitely anti-Christian. The fact also that they 
merely' proposed to make life somewhat less costly and a little more 
comfortable implied a certain measure of stoicism which hardly 

meat. In any case the date is significant in view of the contemporary revolution 
in France. 

It is only jnst to note that Charming, the American pastor, who died inl842, 
was ono of the pioneers. His writings on social questions are still read. 

Those who wish for more information either on the history or on the other 
aspects of Social Christianity should consult the Nivs Encydoptedia of Social 
Reform, published in America. 

‘ The following year Charles Kingsley preached a sermon in London which 
caused such a sensation that the vicar of the parish felt bound to protest sgaii^st 
ite tone oven during the service. In the course of the sermon Kingsley remarked 
that any social system which enabled capital to become the possession of a 
few, which robbed the masses of the land which they and their ancestors baa 
cultivated from time immemorial, and reduced them to the condition of serfs 
working for daily wage or for charity, was contrary to the spirit of the Kingdom 
of God, as revealed in Christ, The sermon was afterwards published under 
the title of The Church's Message io the Worhers. 

* Maurice declared that everyone who is a Christian must also be a socialist. 
But the significance of tbs word “socialiEt ” has changed somewhat since then. 
According to Maurice, “ The motto of the socialist io co-operation ; of the 
anti-eocisdistj^oompetition.” 
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fitted them to be the chosen vessels of the new dispensation. And 
so the Christian Socialists naturally turned their attention to pro- 
ducers’ associations, just as the earliest Social Catholics bad done 
before them. But it would be a mistake to imagine that they owed 
anything to Buchez, whom they appear to have.ignored altogether. 
The rea%vakened interest in the possibilities of association wliich 
exercised such a fascination over John Stuart Mill in 18i8 had 
touched their imagination, and Ludlow, one of their number, had 
the good fortune to be resident in Paris, and so \vitncssed this glorious 
revival. Such associations seemed to be just the economic instru- 
ments needed if a' transformation was ever to be effected, and the 
very process of establishing them, it was hoped, would supply 
a useful means of discipline in the subordination of indtridual to 
collective interests. But the proecss of disillusion proved as rapid 
as it was complete. Contrary to what was the case in France, it 
cannot bo said that they were ever really attempted in England. 

But the work of the “ Association ” had not been altogether in 
vain. Defeated in its attempts to arouse the worker from his lethargy, 
and thwarted in its efforts by legal restrictions of various kinds, it 
began a campaign in favour of a more liberal legislation in matters 
affecting the welfare of the working classes. The result was the 
passing of the Industrial and Provident Societies Acts of 1852-<32, 
which conferred legal personality for the first lime upon co-operative 
associations, with consequent benefit to themselves and to other 
working men’s associations. 

The Christian Socialists thought that the methods by which their 
ideals might be attained were of quite secondary importance. Ex- 
perience had taught them that voluntary association or legislation 
even by itself could never be of much avail until the whole mental 
calibre of the worker was changed.* What they strove for above 
all else was moral reform, and whenever they use the word “ co- 
operation ” they conceive of it not merely as a particular system 
of industry, but rather ns the antithesis of the competitive rigime 
or as the negation of the struggle for existence. Their thoughts are 
admirably summed up in a letter of Ludlow’s to Maurice written 

* “ There is no doubt about a’^sociation being the form which indn.'lrial 
goveminent will take in future, and 1 have no doubt ns to ita encco's, but a pre- 
liminary training extending, porsibly over a conplo of generation' is necessary 
before the worker has the requisite ability or moral strength to mrjre use of it-" 
(ICingsley in 18.50.) 

And this Ls how State intervention appealed to him I “The devil is alwnyr 
ready to urge us to chance law and govemment. heaven and earth even, bu) 
takes good care never to ruggeal that we might change ourseivea.” 
tD. 
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froin Paris in March 1848, in nrhich he speaks of the necessity foi 
“ Christianising socialism.” 

Christian Socialism in England, though it has survived its 
founders, has been obUged to change its programme. It has 
abandoned the idea of a producers’ association, but stiU advocates 
other forms of co-operation. Just now its chief demand is for a 
reorganisation • of private properly, which is a particularly serious 
question in England, where the land is in the hands of a comparatively 
few people. In the words of the Psalmist, the. Christian Socialists 
often cry out, “ The earth is the Lord’s,” and they are never weary of 
pointing out how imder the Mosaic lavr the land was redistributed 
ever}’ forty-nine 5 ’ears with a view to bringing it back to its original 
owners. And so it finds itself supporting the doctrines of Henry 
George, who may himself be classed as one of the Christian Socialists.^ 
There is also the Institutional Church, with its network of organisa- 
tions for the satisfaction of the material, intellectual, and moral needs 
of the worker, which is becoming a prominent feature of modem 
Engh'sh Church life. Moreover, several of the Labour leaders — Keir 
Hardie, for example — are earnest Christians. The Federation of 
Brotherhoods, which to-day includes over 2000 societies, with a 
membership of over a million working men, combines an ardent 
evangelical faith with a strong advocacy of socialism.* 

In the United States of America Christian Sodaiism is still more 
aggressive and outspoken in its attacks upon capitah'sm. The 
earliest society of Christian Socialists was founded at Boston in 
1889. Since then these assodations have multiplied rapidly. The 
latest of them defines its objects in the following terms : “ To help 
the message of Jesus to permeate the Christian Churches and to 
show that sodaiism is necessarily the economic expression of the 
Christian life,” A little farther on it declares itself persuaded 
” that the ideal of socialism is identical with that of the Church, 
and that the gospel of the co-operative commonwealth is the Gospel 
of the Kingdom of God translated into economic terms.” ® 

‘ The ofncinl organ of the Christian Social Union, which is deSnitelv con- 
nc-ctod with the Church of England, is the Eomomic Bevins, published at Oxford 

^not to be confused with the Economic Journal, which is published in london 

bj the Royal Economic Society. 

* E. Gounelle, Le Mouvement dee Fraiimilis. 

* Mr. Jodah Strong, director of the Institute of Social Serrics at New York, 
■is the putfcher of a review called The Gospel of the Kingdom, which has for its 

programme “ the study of economic facts in the light of the Gospel,” and in 
which bo maintains that “ if the world is ever to bo Christianised industry must 
be Chriilisnissd first of all. On the question of unemplov-meni, for example, h» 
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For the other extreme — the extreme right — we must took to 
Germany. In 1878 Pastors Stocker and Todt founded the Christian 
Social Working Men’s Party, which, despite its title, drew most of 
its recruits from the middle classeu. Later on Stocker became 
Court preacher, and during his occupation of that post this kind of 
socialism found such favour in official, quarters that he was able to 
say that it was his personal conviction that a social revolution 
was within the bounds of practical politics,^ But in 1890 the 
Emperor William II dismissed his pastor, and Christian Socialism 
immediately lost its official status.* 

At the Congress of Erfurt in 1806 two young pastors of Frankfort 
named Naumann and Goehre * tried to win the adherence of the 
working classes by endeavouring to give the Protestant churches a 
more distinctively sociafist bias. But the suggestion was condemned 
by the official Lutheran Church, the masters opposed it. and it 
received but very slight support from the Social Democrats. Alto- 
gether the movement proved abortive, and the pastors have long 
since turned aside to other interests. 

In Switzerland also the movement is making considerable 
headway, and in Professor Ragaz and Pastors Kuttcr * and PfIQger, 
the latter of whom has recentlj’’ been made a deputy, it has found 
advocates whose views are at any rate sufficiently advanced. 

refers us to Matthew xx, 6, and on the still more vexed question of the closed or 
open shop we are referred to 1 Corinthians xii, 10, 20. We jnust also mention 
Rau-sohenbuBoh's eloquent book, Ghrittianity and the Social Criiit. 

The well-known economist Professor Richard T. Ely is another of the Ic-ad'-rf 
of this movement. Nor most wo omit Herron, who caused some Fen‘''ifion 
by declaring that it is neocssaty'to go well beyond collectivism, wiiich 
ho thinks altogether too conserratlvo and reactionary. Ho adds that Karl 
Marx is a crusted Tory compared with Jesus, “ for any one who r.corpts private 
property in any form wh.itsocver, oven in matters of consumption, must rojeet 
Christ." 

* At a conference held at Geneva in 1891. At this conference M. Stocker 
defined his programme ns follorrs: “We do not believe that we can do anything 
without the State, but wo also believe in the spirit of ncsociation. Wo have 
told the masters that their duty is to make some sacrifice for the sake of 
solving the question in a way that will be agreeable to their men. V>'e have 
nisolold the workers tbatthey rau-'t work hard, economically, and con-'cjcntiou.riy, 
even if they never obtain a better sit nation." 

’ He was formally^ repudiated by the Emperor in 1 89C in a feiegrara nddrcrsrd 
to a powerful employer. Baton Stnmiu, 

* Goehre is the author of a work entitled Three ilonikr in a IVcrl'hop. 
The book has been a great suceo.'.s and h.-is prodriced a crop of imitations. 

* Kuttcr’s book .5if Mvesen c-aii'-d quite .a nulfer. The author nttempf.s to 
show that the socialists are to-day the twal disciples of Christ, hut have Ix-en dis- 
OWDC'I by the Church, 
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France there is at least one — there may possiblv be more 

Social Protestant school. But as it only includes a small fraction of. 
Protestantism, which is itself in a hopeless minority, its inSuence is 
not very great. There are several important social movements, 
however, such as the crusades against alcoholism and pornography, 
the revival of co-operation and the demand for the erection o! 
“ People’s Palaces ” — ^known- as Solidariiis — ^which are entirely 
due to the acti\'it{es of this school An association for the 
inductive study of social questions was founded in 1887 by Pastor 
Gouth, another pastor named Tomy Fallot being its president and 
ihspirer.^ At first the demands of this group were extremely 
moderate, co-operation being their only mode of action and solidarity 
their social doctrine.* This new doctrine of solidarity, although 
rather belonging to the Radical wing, being tbe very antithesis of 
Christian charity, as we shall see by and by, has been enthusiastically 
welcomed by tbe Social Protestants. The Protestants even claim 
that it was originally their own peculiar doctrine, and that other 
schools merely borrowed it ; for where can be found a fuller expres- 
sion of the law of solidarity than the two Christian doctrines of the 
fall and redemption of man ? “ For as in Adam all die, even so in 
Christ shall all be made alive.” 

Curiously enough there is another group of young pastors who 
closely resemble what is known in Catholic circles as the.Abbots’ Party. 
They are dissatisfied with the moderate claims of the Catholics as a 
whole, and like their American colleagues they demand the establish- 
ment of a form of collectivism.® They think, at any rate, that the 

* For the past twenty years M. de Boyre, the leader of the co-operative 
tnovement in Francs, has b^n the president, which conEnna 113 in the suspicion 
that the two schools had a common parentage, both really rpringing from the 
Fcole ds Nimes. Periodical congresses are held in connection with it, and it 
also has a review called Le (Jhnsihnisme ScKtoL 

* Pastor Tomy Fallot, the initiator of this mov-ement, indicates the path 
that should be followed thus : “ The essential thing is to get a rough outline of 
that perfect type which is known as co-operation. Jnst now it eeems the only 
thing that contains a prophecy of better times,” (L’Aeiior, Bonne.) Compare 
this with Maurice’s fomnla. 

“ We are Social Christians because we are solidaiiste. In our search for 
solidarity we have found the Messiah and His Biiiigdom. Solidarity is the lay- 
man’s term, the Kingdom of God the theologian’s, but the two are the same.’ 
{Gonnelle, L' Avant-Garde, 1907.) 

* This gronpfoundits earliest recruits amongtheyoungpastorswhominfeter.’d 

in tbe great industrial towns fiL Wilfred Monod at F.ouen and 3L Gounel.e at 
Ronhaii, for example), and thus found itself in close touch with poverty, su£.t- 
ing. ^ discontent. But several laymen have alto joined it, among them being c 
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question of property ought to come up for consideration almost 
immediately. 

In short, it seems true to say that in almost cA'cry countrj' Social 
Christianity Js gradually evolving into Christian Socialism, and the 
change of title is an index to the difference of attitude. In other 
words. Social' Protestantism accepts the essential principles of 
international socialism, such as the socialisation of the means of 
production, class war, and internationalism, and endeavours to show 
that they arc in complete accordance with the teaching of the 
Gospels. 

But the stress which it lays upon the necessity for moral reform 
saves Social Protestantism from being hopelessly confused with 
collectivism, and the fact that it believes that individual salvation 
is impossible without social transformation helps to distinguish it 
from individual Protestantism.* Conversion implies a change of 
environment. What is the use of preaching chastity when people 
have to sleep together in the same room without distinction of age 
or of sex ? “ Society,” says Fallot, “ ought to be organised in such 
a fashion that salvation is at least possible for everyone.” “ The 
r&gime of the great industry,” says M. Gounelle, “is the greatest 
obstacle to the salvation of sinners that the religion of Christ 
has yet met.” Protestant Socialism remains individualistic in the 
sense that while seeking to suppress individualism in the form of 
egoism as a centripetal force, it wishes to uphold it and to strengthen 
it as a principle of disinterested activity — as a centrifugal force. It 
takes for its motto those ^ords of Vinct which may be found cars’cd 
on the pedestal of his statue at Lausanne : “ I want man to be his 
own master in order that he may give better service to cvciybody 
else.” * 

Bon of the economist who was regarded as tlio doytn of the Libcm! school — 
Fr6d6rio Passy. 

Tho Christian Socialist gronp pnbliBbcs a jonmal of its own, entitled LTrpotV 
du Mondr.. 

i n € For I could wish that myself weroaccurEcd from Christ for my brethren.’ 
writes St, Paul ; in other words, ‘ I do not want to be paved alone, and I Bb.all be 
completely paved only when humanity as a whole has been eaved.’ And so the 
evangelical doctrine would subordinate tho full realisation of my persona! 
salvation to tho salvation of others.” (W. Ifonod, La LCoHon apo/iolijut du 
Salut.) 

* Or, ns he epitomites it elsewhere, “ It is nsele^s to spesk of givimr oureelrcs 
until we are certain that we own onrfelves." 
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IV : THE ItlYSTICS 

No review of Christian Social doctrines, however summary, esc 
afford to omit the names of certain eminent writers who, though 
belonging to none of the above-mentioned schools, and having no 
defimte standing either as socialists or ' economists, being for tht 
most part litUraUnirs, historians, and novelists, have nevertheless 
lent the powerful support of their eloquence to the upholding cf 
somewhat similar doctrines.*^ 

Tolstoy and Rnsldn are the best known representatives of this 
movement on the borderland of Sodal Christianity, although they 
are by no means the only ones.- These two grand old men, who 
both died at an advanced age, appeared to their contemporaries in 
much the same light as the prophets of old did to Israel. True 
descendants of Isaiah and Jeremiah, they' exultantly prophesied the 
downfall of capitalism — the modem Tyre and Sidon — and announced 
the coming of the New Jerusalem — the habitation of justice. Their 
language even is modelled on Holy Writ, and Ruskin, we know, was 
from his youth upwards a diligent reader of the Bible.® Both of 
them conderrm the Hedonistic principle and denounce money as an 
instmment of tyranny which has resulted in setting up something 
like a new system of slavery,* and they both advocate a return to 
manual labour as the only power that can free the individual and 
regenerate soda! life. They differ, however, in their conception of 
future sodety, which to Ruskin must be aristocratic, chivalrous, and 
heroic, while Tolstoy lays stress upon its- being equalitarian, com- 
munal, and above ell ethical. The one looks at sodety from the 

* Buskin hinofelf did not thinkthat his doctrinsa were onlvofslightimportacce. 
The introduction to Miintra Pulverii (1862) contains tho foUowing words t “ The 
foliowing pages contain,! believe, the first accurate analysis of the laws of Political 
Economy which has been published in England.” 

See also the preface to U nto This Disl, which has for its sub-title “ Four Essays 
on the First Principles of Political Economy.” 

* There are a great number of cords dealing with social questions. For the 
English novels bearing on this topio see M. Casamian, Ls Roman sodol. 

* So much was this the case with Buskin that Hme, Brunhes has published 
a book called BiaHn ri la Biblt, and Tolstoy on hi* side hsa an edition cf 
the Gospels to his credit which is said to be much nearer the otigi*^ than the 
ordinary version of the canon. 

* See Fots Clavigtra. jxitsim . . Tolstoy writes in a similar strain- Money ii 
just a convention-ai sign giving the right or the possibility of claiming the service 
of others. But although money is all-poworinl in the C'.atter of exploiting the 
worker it is quite useless when it comes to a question of furtlicring his well-being. 
There is a carious development of this thssis in Tolstoy’s Whei it io h>. Done f 
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etondpoint of an Essthete, the other from that of a mvzJiik : the one 
would breed heroes, the other saints. 

Thomas Carlyle also deserves mention. Among the numerous 
books which- he wrote we, may mention, among others, his French 
Revolution (1887) and his Heroes and Hero-rcorship. Chronologicnlly 
he precedes both Tolstoy and Ruskin, and his influence upon 
economic thought was greater than either of theirs. But we 
could hmdly put him among the Christian Socialists because of his 
extreme individualism, and if he were to be given a place at all it 
would be with such writers as Ibsen and Nietzsche. His economic 
ideas, however, run parallel to Ruskin’s; and nowhere except 
perhaps in the choruses of the old Greek tragedies do wc get anj-- 
thing approaching the passion which is displayed in their declamations 
against the present economic order.’ 

Carlyle is possibly the strongest adversaiy that the old Classical 
school ever encountered. It was he who spoke of political economy 
as “ the dismal science.” That abstract creation of the Classicists, 
the economic man, afforded him endless amusement, and be very 
aptly described their ideal State as “ anarchy plus the pohee- 
man.” He is no less fierce in his denunciation of laissez-faire as a 
social philosophy.* But he left us no plan of social reconstruction, 
being himself content to wait upon individual reform — a trait which 
brings him into intimate connection noth the Christian Socialists.* 

Ruskin, on the other hand, has given us a programme of social 
regeneration which might be summarised as follows : * 

1. Manual labour should be compulsory for everybody. Ilis 
readers were reminded of those words of St. Paul, “ If any would 
not work, neither should he cat.” He thought it both absurd and 

• “ All this has como of tho sjireading of that thrice accursed, thrice impiou? 
doctrine of tho modem economist, that 'To do the best for yourrelf. is fmsliy 
to do tho best for others.’ Friends,' oar great Mnster said not so." {Ilii«kin, 
Crown of Wild Olive, Lectoro II). 

• Especially in that oelebrated passage t “ It [Political Economy] toond* 
with Pidlosophioo-PoUticc-Economio plummet the deep dark sea of tron'bks, 
and having taught us rightly what an infiiutc sea of troubles it is rums up iritb 
tho practical Inference and nse of conrolation that nothing whatever can lie 
done in it by man, who has simply to sit still and look wistfully to ‘ time and 
general laws,’ and thereupon without so mud) .as recommending sutride coldly 
takes its leave of tts.” {Ckcrtum.) 

• “ If thou ask again . . . What is to be done Tallow me to reply: By thee, 

for the present, almost nothing. . . . Thou chaU dc'cend into thy inner msn, 
and see if there bo any traces of a tout there ; till then there ran be nothing 
done 1 . . .'Then shall wc discern, not one thing, but, in dearer or dimmer 
sequence, a whole endless host of things that can be done. Do the first of these.'' 
(Post and Prtrtni, Book I. chap. 4.) * See pWacul.-vrly Fort Chvigfrs. 
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immoral that a man should live in idleness merely by using montj 
inherited fixim his ancestors to pay for the services of his fellorr-m«n. 
Life is the only real form of payment ; in other vrords, labour ouchj 
to be given in return for labour. To live upon the fruits of dead 
labour is surely absurd and contradictory. And it must be real 
human labour. Machinery of all kinds must be renounced except 
that vrhieh may be driven by ivind or water — ^natural forces which, 
xinlike coal, do not defile, but rather purify. 

Ruskin wanted labour to be artistic, and he longed to see the 
artisan again become an artist as he was in the 31iddle Ages {which is 
a somewhat hasty generaKsation perhaps). In practice this is not 
very easy. Some of his immediate disciples have set up as artistic 
bookbinders, but the number of people who can find emplovunent 
at such trades must be exceedingly few. 

Tolstoy, on the other hand, does not strive for artistic effect 
His heart is set upon rural work, which he magnificently describes as 
“ bread work,” and which seemed to him sufficiently noble without 
embellishment of any kind. 

2, Work for everyone is the natural complement and the neces- 
sary corrective of the preceding rule of no idleness and no unem- 
ployment. In society as at present organised everj’body is not 
obliged to work, while some individuals are obh'ged to be idle.’ This 
monstrous inequality must be remedied. There would be no 
difficulty about finding plenty of work for everv'one if everyone did 
something. Under such a system there would be no unemployment, 
although there would be more leisure for some. 

8. Labour would no longer be paid for according to the exigencies 
of demand and supply, which tend to reduce manual work to the 
level of a mere commodity. It would be remunerated according to 
the eternal principles of justice, which would not of necessity imply an 
appeal to any written law, but solely to custom, which even norf 
fixes the salaries of doctors, lawj'crs. and professors. In these 
professions there are no doubt some individual inequalities, hut 
there is also the norm, and it is a breach of professional etiquette 
to take less than this. The norm does occasionally find expression 
in the rules of the association, and in some such way Ruskin would 
fix not merely a minimum but also a maximum wage. Whatever 
profession a person follows, whether he be workman, soldier, or 
merchant he should always work not merely for profit but for the 

» “ Why. the four-footed worker baa slreedy got all that Itlr two-banded cat 
fa ckmotjrinz for, and yon vay it is in:ro=«!ble.” (Carlyle, Peti arA Pru'r^: 
chap. 3 j end see also Chariim, chap. 4.) 
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social good. He must, -of course, be suitably rcvrarded if his position 
as a worker is to be maintained and the work itself efficiently 
performed, but it can never be done if gain becomes the end and 
labour merely the means. 

4. The natural sources of wealth — land, mines, and waterfalls — 
and the means of communicaCion should be nationalised. 

5. A social hierarchy graded according to the character of the 
services rendered should be established. The gradation must be 
accepted in no intolerant spirit, and must be respected by everybody. 
Chivalry is as necessary in an industrial as in a military society, and 
a new crusade against Mammonism ’ should* be preached both far 
and wide. 

6. Above all else must come education — not mere instruction. 
What needs developing above everything is a sense of greatness, a 
love of beauty, respect for authority, and a passion for self-sacrifice. 
What especially need acquiring arc the faculties of admiration, of 
hope, and of love.’ 

Only the last item on the programme seems anywhere near 
realisation, but that by itself would justify our reference to lluskin’s 
scheme. Not only has the suggestion resulted in the creation of 
working men’s colleges at Oxford and of Ruskin Colleges elsewhere, 
but it has also given rise to the garden city movement. These 
new cities are built with the express purpose of relieving the worst 
features of industrial life, and are so planned ns not to interfere in 
any way cither with the beauties of nature or with the health of 
the citizens.* 

Ruskin speaks of himself somewhere ns an out-and-out com- 
munist, but his communism had also a touch of the aristocrat and 
the esthete about it which possibly proved a recommendation in 
English society. Tolstoy is a much more thoroughgoing com- 
munist, and is violently opposed to “ that low, bestial instinct wliich 
men call the right of private property.” * His cry was *' Back to the 

* Tliis was tho IdeoJ which he had in miod in founding the Guild of St. George. 
Boe an artiolo by Professor Marshall, Tht Social PouibiJilice of Poonomic Chhainj, 
in tho Economic Journal, March 1907. There is no reference to Buskin in it, 
however. 

* When tho Christian Socialists in 1854 organised a course of lecture* for 
worldng men in London P.nskin volunteered fo give n few addresses, not on rocial 
eoonomica or on history, but on drawing. 

* One naturally thinks first of such industrial villcgw os Boumvilie and Port 
Sunlight. Bui in 1993 an entirely new city of this kind wr.' b-gun e.t Ix'lch- 
worth, Herts, Tho idea has recently undergone & coaeiderable dcvclopmcnl 
by a society that owes it« inspiration to Ruskin, 

* Story of a Uortt, in bis FiViJ Storict {1S61), 

K,X>. 
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land.” and the practice of coaration; his ideal the mir. He 'srai 
not anxious to know that everyone was working at some trade or 
other, but he thought everyone ought to produce his own food 
which is the one inevitable law of human existence. Division of 
labour, which has been so extravagantly praised by economists, he 
thought of as a mere machination of the devil enabUng men to evade 
the Divine commandment. At any rate it should only be adopted 
when the need for it arises, and after consultation with all the parties 
interested, and not indiscriminately, as is at present the case, with 
competition, over-production, and crises as the result.^ 

If we are to take'ToIstoy’s words literally, as he suggested we 
should take Christ’s words, then the society that he dreamt of is 
very far beyond even the communist ideal. More towns, more 
commerce, more subdivision of trades, more money, more art for 
art’s sake — such was to be the economic Nirvana of the communists. 

^ 8eo a book entitled Labour, which consists of the meditations of a muthik 
called BondareS npon tho'c words of Genesis, “In the sweat of thyfacesbaU thoa 
sat bread," followed by a long commentary by Tolstoy, 


BOOK T: BECENT DOCTBEN^EvS 


In the earlier sections of this work no special difficultj- was experi- 
enced in giving the essential traits of the economic thought of each 
period. But on the threshold of this last book we naturally feel 
some trepidation. The newer theories can scarcely be said to have 
fallen into their true perspective, and their full import is not clear 
to us contemporaries. Here, if anywhere, we shall run the risk of 
being arbitrary in our choice. It seems to us, however, that the 
economic thought of the end of the nineteenth and the beginning 
of the twentieth centuries reveals at least four dominant tendencies. 

1. In the first place there is a quite unexpected revival of 
theoretical studies. Pure economic theory, whieh had been de- 
liberately neglected by the Historical school, by the State and 
Christian Socialists, was in 1875 again taken up by a group of eminent 
writers who flourished in England, France, and Austria. With the 
aid of conceptions that had not been in current use since the days of 
Condillac, coupled with the application of the mathematical 
method, which had not been attempted since the time of Cournot, 
they have succeeded in substituting an attractive and ingenious 
theory, of prices for the somewhat halting hypothesis put forth by 
the Classical theorists. The success of the method in other fields 
of economic inquiry is every day enhancing its reputation. A 
number of ^vriters both in America and Europe (excepting France, 
perhaps) arc engaged upon this task, follomng in the wake of 
Walras, of Jevons, and of Monger. Diagrams, algebraical formula;, 
and subtle reasoning again characterise the works of economists. 
Pure economics, so much decried since the days of Bicardo, has 
once more justified its claim to a position of honour, and de.spitc 
keen opposition it is attracting attention everywhere. From the 
point of view of economic science this is the most notable fact of 
recent years. 

2. Parallel with this has gone on a profound change in socialism. 
Wc have already shown in the course of the preceding book the 
transformations undergone by Marx’s ideas at the hands of even 
his own followers. The decline is equ.ally erident evcrpvhcrc else. 
Ail pretension to set up n proletarian in opposition to a honr^eoif 
economics has been renounced. " It is neccs.sary,” says M. Sore! 
somewhere. “ to abandon every thought of transforming socialism 

61S 
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into a science.” In fact, French syndicalist^, English Fabians, 
and German revisionists have rallied vrith more or less good grace 
to the- scientific ideas of Pareto, Marshall, or Bohm-Bawerk. Bat 
the real reason for this change of attitude is the strong desire to 
devote themselves vath greater vigour to the social and political 
demands of socialism. The general strike, the creation of syndicaU, 
the establishment of co-operative societies, and the problems of 
municipal socialism are attracting more and more attention, vhereas 
the theory of surplus value is falling into the background. Even 
more striking still, as we shall see, is the attempt made by some 
of them, especially the advocates of land nationalisation — to recon- 
cile Liberalism and socialism upon the basis of a doctrine that is 
Classical par excellence — the theory of rent. 

8. This is .not the onlj’’ change that socialism has undergone. 
The ideal of collectivism which long prevailed among the working 
classes was that of a centralised sovereign authoritj’’, and the active 
part taken by the collectivist party in the legislative and even in the 
administrative work of some countries still further encouraged this 
belief. But the old revolutionary spirit, always individualistic to 
the core, was still alive, especially in the Latin coimtries, and it 
began to show signs of impatience at the turn things bad taken. 
And so we witness among the working classes a revival of Liberalism, 
harsh and violent in its expression perhaps, and doubtless very 
different from the founders'. Smith and Bastiat would have some 
difficulty in recognising it, and with a view to avoiding confusion 
with the older doctrine it has assumed the name Uberiaire, but is 
generally known by the no less authentic title of “ anarchism.” This 
tendency towards extreme individualism and anarchy, of which there 
is unmistakable evidence even in the annials of the International, has 
gained the ascendancy over the working classes, leaving a deep 
mark upon the recent syndicalist movement in France and Italy, 
.^t the same time there has also appeared among writers of the 
bourgeois cIbss a kind of philosophical and moral anarchism which 
affords farther proof of the revival of individualism. 

4. Owing to these transformations in the theories of individualism 
and socialism, that other doctrine which in an earlier book went by 
the name of State Socialism has also undergone a change. In 
France, at any rate, it has reappeared under the name of Solidarism, 
which attempts a justification of State intervention by basing 
it, on new foundations and coiSfining it within just limits. It 
thus really represents an effort at synthesising, individualism and 
socialism. 
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These are the main currents which we have nttenipted to describe 
in the following chapters. By describing them as recent doctrines 
our aim was not to emphasise the date .of their appearance — which 
indeed is often in the distant past — but to show that they are merely 
a fresh effort to rejuvenate the older theories of which they are 
the latest manifestation. We might perhaps have borrowed a term 
from another domain and referred to them as modernist doctrines 
did it not seem rash to group under a perfectly definite term con- 
ceptions that are so very diverse in character and which have nothing 
more than a chronological order binding them together. 


\ 


CHAPTER I; THE HEDONISTS 

I : THE PSEUDO-RENAISSANCE OF THE 
CLASSICAL SCHOOL 




/ 



If we are to give this new doctrine its true setting we must return 
for a moment to our study of the Historical school. The criticism 
of that school, as we have already seen, was directed chiefly against 
the method of the Classical writers. The faith which their pre- 
decessors had placed in the permanence and universality of natural 
law was scornfully rejected, and the possibility of ever founding a 
science upon a chain of general propositions emphatically denied. 
Political economy, so it was decreed, was henceforth to be con- 
cerned merely with the classification of observed facts. 

It would not have been difficult to foretell that the swing of the 
pendulum — in accordance with that strange rhythm which is such 
a feature of the history of thought — ^would at the opportune moment 
cause a reversion to the abstract method. That is exactly what 
happened. Just at the moment when Historical study seemed to 
be triumphantly forging ahead — that is, about the years 1872-74 — 
several eminent economists in Austria, England, Switzerland, and 
America suddenly and simultaneously made their appearance with 
an emphatic demand that political economy should be regarded 
as an independent science. They brought forward the claims 
of what they called pure economics. Naturally enough there 
ensued the keenest controversy between the champions of the 
two schools, notably between Professors Schmoller and Karl 
Menger. 

The new school had one distinctive chamclcrisUc, In its search 
for a basis upon which to build the new theory it hit upon the 
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general principle that man alwaj^ seeks pleasure and avoids pain, 
getting as much of the former vrith as slight a dilution of tbs 
- latter ss he possibly can.^ . A fact of such great importance and 
one that vras not confined- to the field of economic activities, but 
seemed present everywhere throughout nature in the guise of the 
principle of least resistance, could scarcely have escaped the notice 
of the Classical theorists. Thty had referred to it simply as 
“personal interest,” but to-day we speak of it as Hedonism, 
from the Greek fiSoinj (plcjisure or agreeableness). Hence the 
name Hedonists, by which we have chosen to designate these t-sso 
schools. 

The elimination of all motives afiecting human action except 
one does not imply any desire on the part of these writers to deny 
the existence of others. They simply lay claim to the right of 
abstraction, without which no exact science could ever be con- 
stituted. In other words, they demand the right of eliminating 
from the field of research every element other than the one which 
they wish to examine. The study of the other motives belongs to 
the province of other social sciences. The homo ceconomicus of the 
Classicals which has been the object of so much derision has been 
replaced on its pedestal. But it has in the meantime undergone 
such a process of simplification that it is scarcely better than a 
mere abstraction. 5len are again to be treated as forces and 
represented by cur\'es or figures as in treatises on mechanics. The 
object of the study is to determine the interaction of men among 
themselves, a'nd their reaction upon the external world. 

We shall also find that the new schools arrive at an almost 
identical conclusion with the old, namely, that absolutely free 
competition alone gives the maximum of satisfaction to everybody. 
Allowing for the differences in their respective points of view, to 
which we shall refer later on, what is this but simply a revival of 
the great Classical tradition ? 

Little wonder, then, that we find a good deal of sjunpathy shown 
for the old Classical school. Indeed, it is throughout regarded with 
almost filial piety. ^ 

* “ PleAsore and pain are nndoubtedjy. the nltiraate objects ol the calonlus of 
economics. To sstisfy our wants to tho utmost with the least effort, to procure 
the greatest utnount of what is desirable at the expense of the least that Is nn- 
desirable. in other words, to vuiximift pfecaiire, is the problem of oconomscs. 
(St&nley Jevons. Th-uny of Polxtical EcOTtomy, p. 40.) 

* “ Ttie errors of tho asssicai scbool are, to to speak, tbe ordinary diseases 
of tbe childhood of every Pcience.” (Bofam-Bawerk. The Av-eSrion Er/)wmUU, in 
Annals of the American Araierr.y of Political and S^jCxal Scicr^ Janoanr IS9I.) 
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This does not mean that the Classical doctrine is treated as 
being wholly beyond reproach, although it does mean lhal -the 
new school could scarcely accuse it of being in error, seeing that 
it comes to similar conclusions itself. But what it does lay to the 
charge of the older writers is a failure to prove what they assumed 
to be true and a tendency to be satisfied with a process of reasoning 
which loo often meant wandering round in a hopeless circle. 
Especially was this the case ivith their study of causal relations, 
forgetting that as often as not cause was effect and effect 'cause. 
The attempt to determine which is cause and which effect is clearly 
futile, and the science must rest content with the discovery of 
uniformities either of sequence or of coexistence. 

This applies especially to the three great laws which form the 
framework of economic science, namely, the law of demand and 
supply, the law of cost of production, and the law of distribution, 
none of which is independent of the others. Let us review them 
briefly. 

The law stating that “ price varies directly with demand and 
inversely with supply ’’ possessed just that degree of mathematical 
precision necessary to attract the attention of the new writers. In 
fact, it just served for the passage from the old to the new economics. 
But no sooner was the crossing effected than the bridge was destroyed. 
Little difficulty was experienced in pointing out that this so-called 
law which had been considered to be one of the axioms of political 
economy, the quid inconcussum upon which had been raised all thf 
superstructure of economic theory, was an excellent example of tlml 
circular reasoning of which we have just spoken. There was a 
considerable flutter among the economists of the mid-nineteenth 
century when they found themselves forced to recognise this. 
However true it may be that price is determined by demand and 
supply, it is equally true that demand and supply arc each in their 
turn determined by the price, so that it is impossible to tell which 
is cause or which is effect. Stuart Mill had already noted this 
contradiction, and had attempted correction in the way already 
described (p. 859). But lie was ignorant of the fact th.at Cournot 
had completely demolished the formula by setting up another in i{^ 
place, namely, that “ demand is a function of price.” * The rub- 
stitution of that formula marks the inauguration of the Hedonistic 
calculus. Demand is now shown to be connected with price by .a 
kind of sec-saw movement, falling when prices rise and rising wlien 
prices fall. Supply is equally a function of price, but it operates in 

• Btchirchti tvr lu Principu maihlmaliqufj dt la Thh’ic dtt Fi'e-tu/t*. 
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the opposite fashion, moving part passu vrith it— rising as it rises 
and' falling as it falls. Thus price, demand, and supply are like 
three sections of one mechanism, none of which can move in 
isolation, and the problem is to determine the law of their inter- 
dependence. 

This does not by any means imply that there is no longer any 
place in economics for the law of demand and supply. It has 
merely been given a new significance, and the usual way of expressing 
it nowadays is by means of a supply and demand curve, which 
simply involves translating Cournot’s dictum into figures. 

The same is true of the law stating that cost of production 
determines value. There is the same pe^itio principii here. It is 
easy enough to see, on the contrary’-, that the entrepreneur regulates 
his cost of production according to price. The Classical school 
had realised this as far as one of the elements in the cost of pro- 
duction was concerned, for it was quite emphatic in its teaching 
that price determined rent, but that rent did not determine price. 
It is just as true of the other elements. In other words, the second 
law is just as fallible as the first. It is obv’iously Imperative that 
the vain quest for causal relations should be abandoned and that 
economists should be content with the statement that between 
cost of production and price there exists a kind of equilibrating 
action in virtue not of any mysterious soh'darity which subsists 
between them, but because the mere absence of equilibrium due 
either to a diminution or an increase in the quantity of products 
immediately sets up forces which tend to bring it back to a position 
of equilibrium. This interdependent relation, which is extremely’ 
important in itself and upon which the Hedonists lay great store, 
is simply one example taken from among many where the value 
of one thing is just a function of another. 

Similar criticism applies to the law of distribution, to the 
Classical doctrine of wages, interest, and rent. The way the Classical 
writers treated of these questions was extraordinarily naive. Take 
the question of rent. You just subtract from the total value of 
the product wages, interest, and profit, and you are left with 
rent. Or take the question of profit. In this case you will have 
to subtract rent, if there is any, then wages and interest, the other 
component elements, and what remains is profit Bohm-Bawerk 
vrittily remarks that the saynng that wages are determined by the 
product of labour apparently oidy amounts to this — that what 
remains (if any’) after the other co-operators have had their share 
is wages. Each co-partner in turn becomes a residual claimatsl 
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and the amount of the residuum is determined, by assuming that 
we already know the share of the other claimants I * 

The new school refuses any longer to pay honour to this ancient 
trinity. It is impossible to treat each factor separately because of 
the intimate connection between them, and their productive work, 
as the Hedonists point out, must necessarily be complementary. 
In any case, before we can determine the relative shares of each 
we must be certain that our unlcnown a is not reckoned among 
the known. This naturally leads them on to the realm of mathe- 
matical formulae and equations. 

All the Hedonists, however, do not employ mathematics. The 
Psychological .school, especially the Austrian section of it, seems to 
think that little can be gained by the emplojTnent of mathematical 
formulffi. Some of the Mathematical economists, on the other hand, 
are equally convinced of the futility of psychology, especially of 
the famous principle of final utility, which is the corner-stone of 
the Austrian theory.* 

For the sake of clearness it may be better to take the two branches 
— the Psychological and the Mathematical — separately. 


II : THE PSYCHOLOGICAL SCHOOL 

The feature of the Psychological school is its fidelity to the doctrine 
of final utility, whatever that may mean,* The older economists 

* Let P •“ vatuo of product and ar, y, t rcpr&'cnt Tr.tpe.i. interest, and rent 
re.'ipsotiToly, then a: 4- y -p t •» P, which is insoluble. 

Nor does it utsm much more hopeful when written out thus ; 
r - P - (y + t) 
y P — (r + i) 
i — P — (z -t- y) 

’ “ The theory of economic equifibrinra ie qnhe diftiact from the (heorr of 
final utility, although the public are tvpl to confuse Ibcrn and to think tbn t they ere 
both the same." (Vilfredo Pareto, L’Kconomit port, 1002.) 

' The name varies n little with diCcrent nuthors and In difirreat countrit*. 
" The final degree of utility ” is iho term used by Joron*, " tnnrginsl utility " by 
the Americans, “ the intenrity of the last ratiafied went ” by Walras. Walras 
also speaks of it m " soRrclty," using the term in r. purely rubjective fashion to 
denote insuiuoicnoy for prereat need. This very plethora of temw tuggeaU a 
certain haiincsa of conception. The term ''mragiral” teemr olearet thvn 
the term " final," Although in some cr..ses it may be impouible to oust the 
latter. ^ 

•It appears that the first suggestion of final utility in the eenre in which it fr 
employed by the Psychological school is due to a French engineerof thename cf 
Diipuit. H» threw out the suggestion In two memoirs entitled La ift/v't <■>. 
CViilitl dtt Traiauz publier (It'A-t) and L'Utiliil dii i'ciVs ds Comr-,u»,fru/vaR 
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had got hold of a ^milar notion -when they spoke of value in use, 
but instead of preserving the idea they dismissed it svilh a name, 
and it svas left to the Psychological school to revive it in its present 
glorified form. 

It must not be imagined that the term is employed in the usual 
popular sense of something beneficial. All that it -connotes is 
ability to satisfy some human vrant, be that want reasonable, 
ridiculous, or reprobatory. Bread, diamonds, and opium are all 
equally useful in this sense.^ 

Nor must we fall into the opposite error of thinking of it as 
the utility of things in general. Rather is it the utility of a parti- 
cular unit of some specific commodity relativ^e to the demand of 
some individual for that conomodity, whether the individual in 
question be producer or consumer.- It’ is not a question of bread 
in general, but of the number of loaves. To speak of the utility of 
bread in general is abstird, and, moreover, there is no means of 
measuring it. What is interesting to me is the amount of bread 
which I want. This simple change in the general point of view 

(1849), both of which were published in the AnnaUs dts PorJs el ChaMesics, 
although their real importance was not realised until a long time afterward-?. 
Gossen also, whose book is referred to on p. 529. wivs one of the earliest to 
discover it. 

In its present form it was first expounded by Stanley Jcvons in his Theory of 
Political Economy, and by Karl Menger in his Grundeilze der VcdlisvdrigclMft- 
lehre {1871). Walras’s conception of scarcity, which is just a parallel idea, was 
made public about the same time (1874). Finally Clark, the American economist, 
in his Philosophy of Valve, which is of a somewhat later date (1881), seems to 
have arrived at a similar conclusion by an entirely difierent method — a remark- 
able example of simultaneous discoveries, which are by no means rare in the 
history of thought. 

Despite its cosmopolitan origin, the school is generally spoken of as the 
Austrian school, because its most eminent representatives have for the most 
part been Austrians. Among these we may mention Karl Meager, already 
referred to. Professor Sax (Da* Wesen vnd die Avfgabt der Nationclohoncmie, 
1884), Wieser (Der r,alvrliche Werih, 1839), and of course Bohm-Bawerk 
(author of Grvndzugt der Thearie des vrirthschaflUchen Gulatcerihg. in Jolr- 
hUcher fur NationaloharMmie, 1886, and the well-known book on capital and 
interest). 

Lately, however, the doctrine seems to hay * changed ita nationality and 
become wholly American. The American professors J. B. Clark, Patten, Irving 
Fisher, Carver, Fett-er, etc., are assiduous students of marginal utility, apply- 
ing the conception not only to problems of capital and interest, but also to the 
question of distribution. 

* To c 5 cap« the confusioli which would result from employing the eame terra 
m two such very difierent senses — a confusion that is inevitable however one 
may try to avoid it — Pareto has substituted the word “ ophelimity,” and Gids 
in hia Principle* (1833) “ dwirability.” 
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has effectively got rid of all the ambiguities under which the Classical 
school laboured.^ . 

1. The first problem that suggests itself in this connection is 
this : Why is the idea of value inseparable from that, of scarcity ? 
Simply because the utility of each unit depends upon the intensity 
of the immediate need that requires satisfaction, and this intensity 
itself depends upon the quantity already possessed, for it is a law 
of physiology as well as of psychology that every need is limited 
by nature and grows less as the amount possessed increases, until 
a point zero is reached. This point is called the point of satiety, 
and beyond it the degree of utility becomes negative and desire is 
transformed into repulsion.* Hence the first condition of utility 
is limitation of supply. 

So long as people held to the idea of utility in general it was 
impossible to discover any necessary connection between utility 
and scarcity. It was easy enough to see that an explanation that 
was not based upon one or other of these two ideas was bound to 
be unsatisfactory, but nobody knew why. As soon ns the connec- 
tion between the two was realised, however, it became evident that 
utility must be regarded as a function of the quantity possessed, 
and that this degree of utility constitutes whal wc call value. 

2. Just as the notion of final utility solved one of the most 
difficult problems in economics, namely, why water, for example, 
has less value than diamonds, it also helped to clear up another 
mystery that had perplexed many economists from the Physiocrats 
downward, namely. How exchange, which by defuiilion implies the 
equivalence of the objects exchanged, can result in a gain for both 
parties. Here at last is the enigma solved. In an act of exchange 
attention must be focused not upon the total- but upon the final 

> “ The idea of final utility is the ‘ open reyanip,’ tlie key to tho most compli- 
cated phenomena of oconomio life, affording a solution of ita mort difficult 
problems.” (Bohm-Bawerk, The Atutrian Economiett, in Annals oj thr American 
Academy of Political and Social Science, ISOl.) 

’ Condillac had already drawn attention to this fact (fcc p. <(8). and Buffon 
had noted it oven before that. “ Tlic poor man’s coin which goes to pay for the 
necessaries of life and tho last coin that goes to fill the financier’s purse arc In 
the opinion of tho mathematician two units of the same order, but to the moralist 
tho ono is worth a louis, tho other not a cent.” (Esmi d' AritKmfJique morale.) 

Tlio connection Ijotwecn quantity and demand is best expressed by means of 
a curve either of utility or of demroid (■■cc p. 632). Along the horirontal line let 
tho figures I, 2, 3, 4 denote the quantiticE consumed, and from rseh of fhc.'e 
points draw a vertical line to denote the intensity of demand for o.aeh of there 
quantities. The height of tho ordinate decreases more or less rapidly m tljr 
quantity iunroates, until at lost it falls to Tore. 
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utility. Tiie equality in the case of both parties Ues in the balance 
between the last portion that is acquired and the last portion that 
is given up. 

Imagine two Congoese merchants, the one. A, having a heap 
of salt, and the other, B, a heap of rice, which they are anxious to 
exchange. As yet the rate of exchange is undetermined, but let 
them begin. A takes a handful of salt and passes it on to B, who 
does the same with the rice, and so the process goes on. A casts 
his eye upon the two heaps as they begin mounting up, and as the 
heap of rice keeps growing the utility of each new handful that is 
added keeps diminishing, because he will soon have enough to 
supply all his wants. It is otherwise with the salt, each successive 
handful assuming an increasing utility. Now, seeing that the utility 
of the one keeps increasing, while that of the other decreases, 
there must come a time when they will both be equal At that 
point A wiU stop. The rate of exchange will be determined, and 
the prices fixed by the relative measures of the two heaps. At that 
moment the heap of rice acquired will not have for A a much greater 
utility than has the heap of salt with which he has parted. 

But A is not the only indiridual concerned, and it is not at aU 
probable that B will feel inclined to stop at the same moment as A ; 
and if he had made up his mind to stop before A had been satisfied 
with the quantity of rice ^ven him no exchange would have been 
possible. We must suppose, then, that each party to the exchange 
must be ready to go to some point beyond the limit which the other 
has fixed in petio. This point can only be arrived at by bargaining. * 

* It is in cases of this kind that figures bRiomc handy. If we take two cnrrea, 
an ascending one to represent the utility of-each handful of salt parted with, and 
a descending one to represent the utility of each handful of rice acquired, the two 
curres must necessarily intersect, seeing that one is just the inverse of the other. ' 
The point of intersection raarks the place where the utilities of the two exchanged 
hani^uls are exactly equal 

VT e must be careful not to confuse matters, however. It is not snggtBted that 
the final utilities in the case of the two co-exchangers are equal. There is no 
common measure by wHoh the desires of difierent persons can be compared, and 
no bridge from one to the other. What is implied is that the final utility of both 
commodities for the sans person are the same. The balance lies between two 
preferences of the same individual. The actual market exchange is just the 
resultant of all these virtual exchanges. 

The Austrian chools in its explanation makes use of a hypothesis known aa 
the double limit, which does not seem to be absolutely indispensable, seeing that 
other economists of the same school-T-Walras. for example — spjiear to get on well 
enough without it. They seem to think of buyers and Eellers drawn up in two 
rows facing one another. Every one of the sellers attributes to the object 
which he pwssessts and which he wants to cell a certain utility difierent from hii 
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8. Another question that requires answering is this : How is it 
that there is only one price for goods of the same quality in the 
same market ? Once it is clearly-grasped that the utility spoken 
of is the utility of each separate unit for each separate individual 
it will be realised that there must be as many different utilities as 
there are units, for each of them satisfies a different need. But 
if this is the case, why does a person who is famishing not pay a 
much higher price for a loaf than a wealthy person who has verj 
little need for it ? or, why do I not pay more when I am hungry than 
when I am not ? The reason is that it would be absurd to imagine 
that goods which are nearly identical and even interchangeable 
should have different exchange values on the same market and 
especially for the same person. This law of indifference, * ns it is 
called, is derived from another law to which the Psychological 
school rightly attaches great importance, and which constitutes 
one of its most precious contributions to the study of economics, 
namely, the law of substitution. This law implies that whenever 
one commodity can be exchanged for another for the purpose of 
satisfying the same need, the commodity replaced cannot be much 
more valuable than the commodity replacing it.* 

For what is substitution but mutual exchange ? And exchange 
noighbour’s. Each buyer in the Bamo way attributes to that object which ho 
desires to buy a degree of utility which is different from that which his neighbour 
puts upon it. The first exchange, which will probably have the effect of filing 
the price for all the other buyers and Beliors, will take place between the buyer 
who attributes the greatest utility to tbo commodity ho has to bcU, and who is 
therefore least compelled to sell, and tho buyer who attributes the least utility to 
tbo commodity he wishes to buy and who is therefore least tempted to buy. At 
first sight it seems impossible that tho party ns a whole should bo bound by tbo 
aotion of tho two individuals who show tho least inclination to come to terms. 
It would bo more natural to expect tho first move to take place between tho seller 
who is forced to sell and because of his urgency is content with a price of 10*. 
per bushel, say, and the buyer who feels tho strongest desiro to buy and who 
rather than go without would bo willing to pvo 30s. for it. But upon considera- 
tion it will bo found that tho price is indeterminate just because these two arc 
ready to treat at any price. The most impatient individual will surely wait to 
see what terms tho least pressed will be able to make, and it is only natural that 
those who are nearest-one another should bo tho first to come together. These 
two co-oxebangists who control the market arc known as tho *' limiting couple.” 

' It was Stanley Jovons who gave it this expressive name. It is meant to 
imply that if two objects wliich fulfil very different needs, perhap, can bo inter- 
changed, they cannot have very different values, ■ 

• Tho law of substitution applies not merely to different objects which 
satisfy the same need, but also to objects which supply different needs, provided 
those needs are to any extent interchangeable — to tea as a substitute forwincs,to 
coffee as a substitute for both, to travel as a Bubatitnte for the life of a country 
gtnllomaa. 
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implies equality, so that if there is a series of interchangeable good? 
none of them can be of greater value than any of the rest. 

Consequently, if an individual has at his disposal 100 glasset 
of water, which is easily available everywhere except in the Sahara, 
perhaps, no one of these glasses, not even that one for which he 
would be willing to give its weight in gold were he very thirsty and 
that the only glassful available, will have a greater value than has 
the hundredth, which is worth exactly nothing. The hundredth is 
always there ready to be substituted for any of the others. 

But the best way of getting a clear idea of final utility is not 
to consider the value of the object A, but of the object B, which 
can replace it. It becomes evident, then, that if I am about to lose 
some object, A, which I value a good deal but which can be per- 
fectly replaced by another object, B, that object A cannot be much 
more valuable than B ; and if I had the further choice of replacing 
it by C, C being less valuable than B, then A itself cannot be much 
more valuable than C.^ 

We arrive, then, at this conclusion : The value of wealth of every, 
kind is determined by the value of its least useful portion — that is, 
by the least satisfaction which any one portion of it can give. 

Hitherto we have been concerned with the notion of final utility 
as applied to the problems of value and exchange, but has it the 
same effect when applied to problems of production, distribution, 
or consumption ? The Hedonists have no doubt as to the answer, 
for what are production, ' distribution, and consumption but 
modifications of exchange ? 

Take' production, for example. How is it that under a system of 
free competition the value of the product is regulated by its cost 
of production ? It is because a competitive rigime is by every 
definition a rigime where at any moment one product may be 
exchanged for another of a similar character, the similaritj’ in this 
case being simply the result of a certain transformation of the raw 
material. The law of substitution is operative here, and the reason 
why cost of production regulates value is that the cost of production 
at any moment represents the last interchangeable value. 

The same is true of consumption, as we can see if we only watch 
the way ki which each of us distributes his purchases and arranges 
his expenditure. There is evident everywhere an attempt to get 

' * “ The enjoyment derired from the least enjoyable unit is what wo nnder- 

f tand hy final utility.” (Bohm-Bawerk. Tht AW.ric'iEconomisie, in the J nnsli 
0 / iE! AmtHcan Academy of PdlUical and Social Science, 1891.) 
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the best out of life — to get all the enjoyment -which our different 
incomes may be made to yield ; here spending more on house-room 
and less on food, there curtailing on amusement and extending on 
charity, until a rough kind of equilibrium is reached where the final 
utility of the last exchanged objects — or, if another phrase be 
preferred, the intensities of the last satisfied needs — arc equal. If 
the coin spent Jin purchasing the Inst cigar docs not 3 de]d the same 
pleasure as the same coin yields when spent on a newspaper, the 
newspaper vrill in future probably take the place of the cigar. 
Consumption seems really to be a land of exchange, with conscience 
for mart and desires as buyers and sellers.’ 

Nor is the realm of distribution even beyond the reach of the 
utility theoryi Its application to the problems of interest, wages, 
and rent is largely the work of American economists, especially of 
J. B. Clark. It is quite impossible for us to give an exposition of 
the subtle analyses in which the quarterly reviews of the American 
universities take such a delight, and which undoubtedly afford a 
very welcome relaxation in an atmosphere so charged with prag- 
matism and realism. But we must just glance at the theory of 
wages. Wages, like other values, must be determined by final 
utility. But the final utility of what, and for whom ? The final 
utility of the services which the worker renders to the entrepreneur. 
Following other factors of production, the final productivity of the 
workers will determine their -wages. That is, their final utility 
is fixed by the value produced by the marginal worker — no matter 
how worthless he may be — who only just pays the entrepreneur. 
The value produced by tliis almost supernumerary -worker not only 
fixes the maximum -which the employer can afford to give him, 

’ TLo ns-w Bohool deduces a very curious conclusion from this law of 
indifference. Although there is only one price for all com buyers, eay, the 
final utility of the com for each individual is by no means the same. I/ct us 
assume that the price is 20a., hut one of the buyors, rather than go without, would 
possibly have givon26«. for it, and others might bavo been willing to give 24»., 23'., 
22s., etc. Every one of tho.'e who ex htjpothesi only pay 20«. gains a surplus -which 
Professor Marshall has called consumer’? rent (Principles, Book III. chap. C). 
Ho has given it that name, in order to facilitate comp.arison with prodneor’s 
rent, which had gained notoriety long before the Hedonistic school arose. Both 
arc due to similar causes, namely, the exLstenee of diilcrcntial advantages 
which give rise to a substantial margin between the selling price and tho cost of 
production. 

Really, however, the similarity is simply a matter of word.*, bccau.'o consumer’s 
rent is purely subjeotivo, whereas producer’s rent is a marketable commodity. 
It would bo bettor to sny siriiply that in many cases of cxcliangn it is not correet 
to nrgno that becanoc the prices arc equal tho satisfaction given to different 
persons is neco-srarily equal. 
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but also the wages given to all the other workers who can take hit 
place, i.e. who are employed upon the same kind of work as his 
although they may produce much more than he does ; just as in the 
case of the 100 glasses of water the least valuable glassful deter- 
•mines the value of all the rest.^ 

Thus is the productivity theory of wages at once confirmed and 
corrected. But this time it is the productivity of the least pro- 
ductive worker, of the individual who barely keeps himself. iCo 
wonder the theory has lost its optimistic note. Somehow or other 
it does not seem very different from the old “ brazen law.” 

The rate of interest follows a similar line — the marginal item of 
capital fixing the rate. It is even more true of capital, which is 
more completely standardised, with the result that the principle of 
substitution works much more easilj’.® 

Rent is treated at greater length in the next chapter. 

Gradually we begin to realise how the observation of certain facts 
apparently - of a worthless or insignificant character, such as the 
substitution of chicory for coffee or the complete uselessness of a 
single glove, enabled the Psychological school to propound a number 
of general theories such as the law of substitution and the doctrine 
of complementary goods which shed new light upon a great number 
of economic questions. There is something very impressive about 
this deductive process that irresistibly reminds one of the genic of 
the Thousand and One Isights, who grew gradually bigger and 
bigger imtil he finally reached the heavens. But then the genie 
was nothing but flame. It still remains to be seen whetber'this is 
equally true of the Hedonistic theories. 


Ill ; THE SIATHEMATICAL SCHOOL * 

The Mathematical school is distinguished for its attachment to 
the study of exchange, from which it proposes to deduce the whole 
of political economy. Its method is based upon the fact that 

* It is Boarcely necessary to point out that if workers are not really intcr- 

ohar^eable on account of their diSerent capacities the law can no longer be said 
to hold good, since it always presupposes free competition, whereas in this case we 
have a personal monopoly. • . 

* It is not quite the same when the capital is fixed, for the law of substitution 
is no longer applicable in that case, and the incomes are very different. 

* It must not be supposed that in applying the term “school” to there 
writers we wish to sngeest that they have a common programme. All wf mean 
is that they make use of the same method. 

It is generally recognised to-day that the school dates from the eppearsnee 
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every exchange may be represented as an equation, A = B, v?hich 
expresses the relation between the quantities exchanged. Thus the 
first step plimges us into mathematics. 

However true this may be, the application of the method must 
necessarily be very limited if it is always to be confined to exchange. 
It is, however, a mistake to suppose that this is really the case, and 
one of the most ingenious and fruitful contributions made by the new 
school was to show how this circle could be gradually enlarged so as 
to include the whole of economic science. 

Distribution, production, and even consumption are included 
■mthin its ambit. Let us take distribution first and inquire what 
wages and rent are. In a word, what are revenues ? A revenue is 
the price of certain services rendered by labour, capital, and land, 

ot Coumot’fl Rtthtrchta tur lit Princi-ptt mathlmatiijuts dt la Thiorit dti Bichcutt 
(1838). Conraot, who waa a aohool inspector, died in 1877, leaving behind 
him several philosophical works which are now considered to bo o£ »omo 
importance. The story of hia economio work afford* an illustration of the 
kind of misfortune which awaits a person who is in advance of his ago. For 
several years not a single copy of the book, was sold. In 1863 the author tried 
to overcome the indifference of the public by recasting the work and omitting 
the algebraical formulas. This time the book was called Principes dg la Thiorit 
dee Richetsei. In 1876 he published it again in a still more elementary form, 
and under the title of Hsvue tommaire dtt Docirinet lumomigves, but with 
the same result. It was only shortly before his death that attention was 
drawn to the merits of the work in a glowing tribute which was paid to Iffm by 
Stanley Jevons. 

Qosson's book, Enitoickdung dir Ouelze des mtmthlichtn Ptrhthrt, which 
appeared much later (1853), was equally unfortunate. The author remained an 
obsoure civil servant all his life. His book, of whiob there is stUI a copy in 
the British Museum — the only one in oxistence possibly — was acoidenlally 
discovered by Professor Adamson, and Stanley Jevons was again the first to 
recognise its mcrita. A brief rlsuml of tho'work will be found in our chapter 
on Rent, 

Stanley Jevons (died 1882) belongs both to the Mathematical and to the Pinal 
Utility school. His charming book, Thi Theory oj Political Economy, date* from 
1871. 

I/6on Walras, who is persistently spoken of as a Swiss economist just becante 
ho happened to spend the greater part of his life at the University of Lausanne, 
also Imown as the School of Lausanne, was in reality a Frenohman. Hi* Ellmcnii 
d'Sconomispoliliqtic pure, of which the first part appeared in 1874, contains a full 
exposition of Mathematical economies. 

To-day the Mathematical method can claim representatives in every country : 
Marshall and Edgeworth in England, Launhardt, Auspitz.and Lieben in Germany 
Vilfredo Pareto and Barone in Italy, Irving FiBhcr in the United Slates, anti 
Bortkevitoli in Russia. France, however, the country of Cournot and Walras, 
has no Mathematical economists, unless wc mention Aupetit, whose work, Thiorit 
dt la Monnait, althongh dealing with a special subject, contains a genera! 
Introduction. 
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the agents of production, and paid for by the enireprcnmr as th; 
result of an act of exchange. 

And vrhat is production ? It is but the exchanging of os; 
utility for another — a certain quantity of t&vt materials and oi 
labour for a certain quantity of consumable goods. Even nature 
might be compared to a merchant exchanging products for labour, 
and Xenophon must have had a glimpse of this ingenious theorj’ 
when he declared that ** the gods sell us goods in return for our 
toil” The analogy might be pushed still farther, and every act oi 
exchange may be considered an act of production. Pantaleoni puts 
it elegantly when he says that “ a partner to an exchange is 
very much like a field that needs tilling or a mine that requires 
exploiting.” ^ 

And what are capitalisation, investment, and loan but the 
exchange of present goods^and immediate joys for the goods and 
enjoyments of the future ? 

It was a comparison instituted between the lending of money 
and an ordinary act of exchange that led Bohm-Bawerk to formulate 
his celebrated theory of interest. Bohm-Bawerk, however, is a repre- 
sentative of the Austrian rather than the Jlathematical school. 

Even consumption — that is, the emplojunent of wealth — ^implies 
incessant exchanging, for if our resources are necessarily h’mited 
that must involve a choice between the object which we buy and 
that which with a sigh we are obliged to renounce. To give up an 
evening at the theatre in order to buy a book is to exchange one 
pleasure for another, and the law of exchange covers this case just 
as well as any other.* It is the same everj'where. To pay taxes is to 
give up a portion of our goods in order to obtain security for all 
the rest. The rearing of children involves the sacrifice of one’s own 
well-being and comfort in exchange for the joys of family life and 
the good opinion of our fellow-men. 

It is not impossible, then, to discover among economic facts 

* Dts Difference d’Opinioncntre Scoruimi-’le {GenevE, 189“), inserted iniScriti'i 
vartt dt Econtmia, pp. 1-48 {1904). 

* Value itself, the pivot of Classical economics, is simply a link in exchange trjtb 
the new school, and thus it loses all its subjectivity ; and since it is not a thing a* 
all, but merely an expression, it would be ridicnlous to struggle to find its caorc, 
foundation, or nature, as the older writers did. This ia Vhy Jevons proposed tc 
banish the word altogether and to employ the term “ ratio of exchange” instesd 
And Aupetit insists that “ the expression ’ value ’ is to-day devoid of content - . . 
and seems doomed to disspp.'ar from the scientific vocabulary altogether. Tb»r^ 
IS no great harm in omitting this parasitical element as we have done, and 
in treating economic equilibrium as an entity vrithout ever employing the tenr 
• valne.’ ” [ThhrU dt. la Monr^ie, p, 85.) 
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certain relations which are expressible in algebraical formnlrc or 
even reducible to figures. The art of the Mathematical economist 
consists in the discovery of such relations and in putting them forth 
in the form of equations. 

For example, we know that when the price of a commodity goes 
up the demand for it falls off. Here are two quantities, one of 
which is a function of the other.* Let us see how the law of demand 
in its amended form would express this. 

If along a horizontal line A B we take a number of fixed points 
equidistant from one another to represent prices, e.g. 1, 2, 8, 4, 5 . . 10, 
, and from each of these points we draw a vertical line to represent 
the quantity demanded at that price, and then join the summits of 
these vertical lines, which are known as the ordinates, we have a 
curve starting at a fairly high point — ^representing the lowest prices 
— and gradually descending as the prices rise until it becomes 
merged ulth the horizontal, at which point the demand becomes nt7.* 

What is very interesting is that the curve is different for different 
products. In some cases the curve is gentle, in others abrupt, 
according as the demand, as JIarshall puts it, has a greater, or lesser 
degree of elasticity. Every commodity has, so to speak, its own 
characteristic curve, enabling us, at least theoretically, to recognise 
that product among a hundred.** 

‘ If dotnand be represented by d and price by p, then d •* / (p) ; *•«. detosnd is 
6. function of price. 

Geometrical figures can ulwayB take the place of cquationn, for every 
equation can bo expreesed in the form of a emve. Geometrical representation 
makes a quicker appeal to the eye, and it is extremely useful yhero people 
are not conversant with the calculus which is frequently employed by Cournot 
and other Mathematical writers. But it is hardly as fruitful, for a geometrical 
figure can only trace the relation between two quantities, one of which is 
fixed and the other is variable, or between three at most, when two would be 
variable. Even in this case recourse would bo necessary to projections, and the 
figures in that case would not bo very clear. In the case of algebraical formnl/c, 
on the other hand, wo can have as much variation ns wo like provided we have at 
many equations ns there arc variables. 

’ Dupuit, the engineer, was the first to make use of a demand ennre. 
Cournot, who refers to it as the law of sale, gives an admirable illustra- 
lion of its operation in the case of bottles of medicinal water* of wonderful 
curative power. At a very low price the demand and consequently the gale 
would be very great, though not infinite because of the limit which exiita 
for each want. At a very high price it would be ml. Between the two extremes 
would bo'eovoral intermediate curves. We cannot deal with all the ingenious 
deductions which Cournot makes concerning monopoly and the greater or lesser 
discord between monopoly and the general interest. 

• The demand curve is generally concave, and this charseteristio form is 
just the geometrical expreesion of the well-known fact that when prices are low 
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- We would naturally expect the supply curve to be just the 
inverse of the demand curve, rising with arising price and descending 
with a falling one, so that by the time the price is zero supply is nii, 
whereas the demand is infinite.^ 

enongh to be accessible to eveiybody the sales increase rapidly, becanse lean 
purses being much more numerous than fat ones a slight iovering of the level o! 
prices will bring the oomm^ty vrithin the reach of a fresh stratum of people. It 
may take different forms, hovrever. Tor some products, such as common salt, a 
considerable fall in the price will not result in a large increase in the wles. In 
the case of diamonds a great fall in price may cause afalling off in demand because 
they have become too cheap. The supply curve, on the other hand, is generallj 
convex, because the supply', which only enters upon the scene at a certain point, 
is very sensible to price movements, going np rapidly with a slight increase in 
price. Its upward trend is soon arrested, however, because production cannot 
keep np the pace. It is even possible that the supply may fall off at the 
next point, for the simple reason that there is no more of the commodity 
evaiJable. 

' Below on the eame diagram is traced a demand and a snpply curve. 



The ffgurcs along the horizontal line denote price, along the vertical the 
quantity demanded. In the given figure when price is 1, quantity demanded is 
and with the price at 7 the quantity demanded falls to zero. 

The dotted curve represents the supply. When price is 1, supply is nil. 
Wben price is 10, supply mounts up to IV. Exchange obviously must take 
place just where demand and supply are equal, f.e. at b, which marks the point 
of intersection of the two lines, when the amount demanded is equal to the 
quantify offered and the price is 6. - . 

The vertical lines are called ordinates, and 0 X the axis of the ordinates. 
Distances along 0 X are called abscissas. Each point on the curve simply mark? 
the intersection of these, of the ordinates and the abscissa:. This is true of the 
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But it is not quite correct to regard it as merely the inverse of 
the demand cur\'c.- A supply curve is really a much more 
complicated affair, because supply itself depends upon cost of 
production, and there arc some kinds of production — agriculture, 
for example — where the cost of production increases mpeh more 
rapidly than the quantity produced. In industry, on the other 
hand, the cost of production decreases as the quantity produced 
increases. 

Mathematicdl political economy, not content with Seeking 
relations of mutual dependence between isolated facts, claims to be 
able to embrace the whole field within its comprehensive formula:. 
Everything seems to be in a state of equilibrium, and any attempt 
to upset it is immediately corrected by a tendency to re-establish it.‘ 
To determine the conditions of equilibrium is the one object of 
pure econonucs. 

The most remarkable attempt at systematisation of this kind 
was made by Professor Walras, who endeavoured to bring every 
aspect of the economic world within his formula, a task almost 
as formidable as that attempted by Laplace in his M6camque 
ctlenie.'^ 

Let us imagine the whole of society included within one single 
room, say the London Stock Exchange, which is full of the tumult 
of those who have come to buy and sell, and who keep shouting 
their prices. In the centre, occupying the place usually taken up 
by the market, sits the entrepreneur, a merchant or manufacturer 
or an agriculturist, as the case may be, who performs a double 
function. 

On the one hand he buys from producers, whether rural or urban, 
landlords, capitalists, orworkers, what Walras calls their “productive 

point o, for oxamplo, ivljcrolho perpendicular donotes thoprioo (1) and the other 
line the number of units sold, in ttus case VI. 

Though in the diagnim we-havo considered the ordinates to represent price 
and the abscissm quantities, the rovcitc notation would work equally well. 

* Mathematical economics also Btudic-s other forms of equilibrium which arc 
much more complicated and not quite so important perhaps, relating as they do 
to conditions of unstable equilibrium. 

’ Koto Pareto’s terms of appreciation [iconomk pure, 1902, p. 11) : “ Walras 
was the first to show the importance of these equations, especially in the 
case of free competition. Tius capital discovery entitles him to all the praise 
that wc can give him. The Ecienco has* developed a good deal since then, and 
will undoubtedly develop still more in the future, but that will not take away from 
the imjwrtanco of Walras’s disodvery. Astronomy has progres'ed very con- 
sidcrabb' since Newton published his Pnncxpxa, but far from detracting from 
the merits of the earlier work it has rather enhanced its reputation.” 
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services/’ that is, the fertility of their lands, the productivity of their 
capital or their labour force, and by paying them the price fixed by 
the laws of exchange he determines the revenue of each ; to the 
proprietor he pays a rent, to the capitalist interest, to the workman 
wages. But how is that price determined ? Just as at the Exchange 
all values whatsoever are determined by the law of demand and 
supply, so the entrepreneur demands so many services at such and 
such a price and the capitalist or workman offers him so many at 
that price, and the price will rise or fall until the quantity of services 
offered is equal to the quantity demanded. 

The entrepreneur on his side disposes of the manufactured goods 
fashioned in his factory or the agricultural products grown on his 
farm to those very same persons, who have merely changed their 
clothes and become consumers. As a matter of fact the proprietors, 
capitalists, and workers who formerly figured as the vendors of 
services now reappear as the buyers of goods. And who else did we 
expect the buyers to be ? Who else could they be ? 

And in this market the prices of products are determined in just 
the same fashion as we have outlined above. 

All at once, however, a newer and a grander aspect of the 
equilibrium comes to view. Is it not quite evident that the total 
value of the productive services on the one hand and the total value 
of the products on the other must be mathematically equal ? The 
entrepreneur cannot possibly receive in payment for the goods 
which he has sold to the consumers more than he gave to the same 
persons, who were just now producers, in return for their services. 
^For where could they possibly get more -money ? It is a closed 
circuit, the quantity that comes out through one outlet re-enters 
through another. 

With the important difference that it keeps much closer to facts, 
the explanation bears a striking resemblance to Quesnay’s Tableau 
(conomiguc.^ 

^ Ji this is to be taken ss literally trne, we have this carious result : the 
' erjfrenreneur, receiving for the products which he sells just exactly what he paid 
foi producing them, makes no profit at all. 

Both Walras and Pareto fully admit the paradoxical nature of the statement. 
Of course it is understood that it can only happen under a rigirie of perfectly 
free competition, care being also taken to distingnish between profits and in- 
terest, a thing that is never done, apparently, by English economists, who treat 
both interest and profit as constituent elements of cost of production. 

But this is not so wonderful as it teems at first sight. It simply means a 
return to the well-known formula that under a rlgimt of free competition telling 
price must necessarily coincide with cost of prodnolion. 

Tal» does not prevent our recognising the existence of actual profits. Profit* 
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We have tvro markets in juxtaposition,^ the one for ser\'iccs and 
the other for products, and in each of them prices are determined by 
the same lav/s, which are three in number; 

(a) On the same market there can be only one price for the some 
class of goods, 

(b) This price must be such that tFe quantity offered and the 
quantity demanded shall exactly coincide. 

(c) The price must be such as will give maximum satisfaction to 
the maximum number of buyers and sellers. 

All these laws are mathematical in character and involve problems 
of equilibrium. 

In some such way would the new school reduce the science of 
economics to a sort of mechanism of exchange, basing its justifica- 
tion upon the contention that the Hedonistic principle of obtaining 
the maximum of satisfaction at the minimum discomfort is a purely 
mechanical principle, wliich in other connections is known as the 

are to bo regarded ns the result of incessant osoilinliona of a eystem round some 
fixed point with which it never has the good fortune actually to coincide. Accord- 
ing to this conception they are but tbe warca of the rea. But the eri.'tcnce of 
waves ia no reason for denying a mean level of the ocean or for not lafa'ng that 
mean level as a basis formcasuring other heights. Some day, perhapn, equiUbritim 
Trill bcoomo a faot, and profita Trill vanish. But if that day ever docs dawri 
either upon the physical or the economic world, all activity will suddenly cearc, 
and the world itself trill come to a stand-still. 

‘ A full exposition of Walras’s ayatem involves the supposition not only of 
trro bat of three markets inferwoven together. On the actual market where 
goods are exchanged the quantity of thc.=o commodities depends upon the 
quantity of prodnetivo services, land, capital, and labour, and tbe qu.antity of these 
productive 6orrice.s, at least the quantity of capital, depends to a certain extent 
upon the creation of now capital, -which in turn depends upon the Bmonnt of 
saving. The third market, then, is that of capitalisation. Since the new capital 
can only bo paid for ont of sarings, ».«. out of that part of the rorenuo which 
ha-sbecnemployedinotherways thanin buying consumablocommodities, the price 
of capital must be such as to equal the quantity saved and the quantity of new- 
capital demanded. If saving exceed.'! the demand the price Trill fall, etc. 

To say that the price of capital has gone up is to say that the rate of interest 
or the reward of saving has fallen. But a fall in the rate of intcrc.'it Trill check 
earing. The result Trill bo a change of equilibrium, the price of new tapiinl 
-trill fall, the rate of interest Trill go np, etc. 

Briefly, then, the total maximum utilities on the one band and the price on 
the other, these are the tTro conditions delcnnining cquilibrinm in tbe economic 
world, no matter whefber it bo prodncls or tcrricc.'' or capital. “The came 
thing is true of gravity in the physical world, which -varies directly -with tbe 
moss and inversely Tvith the square of the distance. Such is the t-wofold condi- 
tion which dolcrmincB the movcracnl of the cclc.';l!a! bodice. ... In Ixjth 
ca-scs the whole science may bo reprc.'ented by a formula consisting of only two 
lines. Such a formula will include a great number of facta." (Walras, T.cownn 
fofilique pure, p. 300.) 



536 


The Hedonists 

principle of least resistance or the law of conservation of energy. 
Every' indii-idual is regarded simply as tbc slave of self-interest, just ss 
the billiard-ball is of the cue. It is the delight of every economist 
as of every good billiard-player to study the complicated figures 
which result from the collision of the balls vrith one'another or with 
the cushion.^ 

Another problem of equilibrium is to discover the exact propor- 
tion in which the different elements combine in production. Jevoni 
compares production to the infernal mixture which was boiled in 
their cauldron by the "vritches in Macbeth. - But the ingredients are 
not mixed haphazard, and Pareto thinks that they conform to a law 
analogous to the law known in chemistry as the law of definite 
proportions, which determines that molecules shall combine in certain 
proportions only. The combination of the productive factors is 
perhaps not quite so rigidly fixed as is the proportion of hydrogen 
and oxygen which goes to form water. , Similar results, for example, 
may he obtained by employing more hand labour and less capital, or 
more capital and less hand labour. But there must be some certain 
proportion which will yield a maximum utility, and this maximum 
is obtainable in precisely the same way as in other cases of equilibrium 
— ^thatis, by varying the “ doses ” of capital and labour until the final 
utility' in the case both of capital and labour becomes equal. Gene- 
rally speaking, this is the law that puts a limit to the indcfim’te expan- 
sion of industry', for whenever one element runs short, be it land or 
capital, labour or managing ability or markets, all .the others are 
directly affected adversely' and the undertaking as a whole becomes 
more difficult and less effective. Pareto rightly enough attaches the 
greatest importance to this law, and we have only to remember that 
it is the direct antithesis of the famous law of accumulation of 
capital to realise its full significance. 

.There* are several other cases of interdependence to which the 
new school has drawn attention, as, for example, that of certain 
complementary' goods whose values cannot vary independently. 
What is the use of one glove or one stocldng without another, of 
a motor-car without petrol, of a table service without glasses'! 

‘ Professor Edgeworth employs a siomar comparison, speaking of th* 
economic man as a charioteer and of social science as consisting of a chariot 
and some such charioteer (Maihemaiicai Ptvehia, p. 15). “ * Jlccaniqne Socisle ’ 
may one day take her place along with ' oiecaninue Celeste,’ throned each upon 
the' douhle-sided height of one maximum principle, the rupreme pinnacle of 
moral ax of physical sciejics.” (TJsd., p. 12.) 

Pareto regairis political economy as a stndy of the balance between desires 
and the obstacles which stand in the way of their Bstitfactioa. 
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Not only is this true of consumption goods; it also applies to 
production goods. The value of coke is necessarily connected, with 
^he value of gas, for you cannot produce the one without the other, 
md this applies to all by-products. The possibility of utilising a 
byproduct always lowers the price of the main commodity. 

IV \ CRITICISM OF THE HEDONISTIC DOCTRINES 
THEjtriumph of the new doctrines has been by no means universal. 
En^and, Italy, and Germany, and even the United States, where 
onp, would least expect enthusiasm for abstract speculation, liave 
Bilpplied many disciples, and several professorial chairs and learned 
reSdews have been placed at their disposal. But up to the present 
France seems altogether closed to them. Not only was \Vairas, 
the dot/en of the new school, forced to leave France to (ind in foreign 
lands a more congenial environment for the promulgation of his ideas, 
but until recently it would have been quite impossible to mention a 
single book or a single course of lectures given either in a mii\'ersity or 
anywhere else in which these doctrines were taught or even criticised. * 

We might have understood this antipathy more easily if France,, 
like Germany, had already been annexed by the Historical school. 
There would have been some truth in a theory of incompatibility 
of tempers under circumstances of that kind. But the great 
majority of French economists were still faithful to the Liberal 
tradition, and one might naturally have expected a hearty wel- 
come for a school that is essentially Neo-Classical and pretends 
nothing more than to give a fuller demonstration of the theories 
already taught by the old masters.* 

> During the last few years we have had, of coarse, IL Colson’s great book on 
political economy, which contains a mathematical treatment of demand and 
supply, M. Landry’s exposition of the Austrian theory in his Jfanuci d'Euino- 
mtyue,andM. Antonelli giving a special course on Walras’s Bystem at the Coliegc 
libro dos Sciences sooiales. Wo have already referred to Aupetil’s book on money. 
Wo must oko mention tho translations of tho Man\utl of Politiced Economy of 
Vilfredo Pareto and of Jevons’s Theory of Pdilical Economy. 

* hL Paul Leroy-Bcauliou is particulariy eevero upon tho Mathematical 
molhod. “ It is a pure delusion and a hollow mockery. It has no rrientifio 
foundation and is of no practical use. It is as much a gamble ns the rcrarnbio for 
prizes at the table at Monte Carlo. . . . The so-called curve of utility or demand 
is of no earthly nse, for if tho price of wine goes up tho consumption of beer or 
cider will increase, that is alL” {TraiUir Economic polilique, vok i, p. 85 ; voL iii. 
p. 62.) 

This last criticism is eomewhat unexpected, for wo have already seen that the 
Hedonists nro very far indeed from ignoring tho law of sub-litution. U they did 
not actually discover it they immensely ampliCed it. And it is very probable 
r.D. - « 
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The mere fact, however, that they presumed to draw fresh lesson? 
or to deduce new principles from those already formulated by the 
older writers appeared an unwarranted interference with doctrines 
that had hitherto seemed good enough for everyone. Criticism ol 
that kind, of course, is not worth serious attention. 

An easier line of criticism,' and one very frequaatly adopted, 
is to maintain that the wants and desires of^mankind are incapable 
of measurement and that mathematical causations can never be 
reconciled with the doctrine of free will. But such claims as 
these were never put forward by the Sfathematical school. On 
the contrary, it has always recognised that every man is free to 
foUow' his o'svn bent — irahit sua gueingue voluptas — ^merely inquiring 
how man is to act if he is to obtain the maximum satisfaction 
out of the means at his disposal and to overcome the obstacles 
that stand in his way. Neither has it ever ventured to say that 
such and such a man is forced to sell com or to buy it, but simply 
that if he does buy or sell it will be with a determination, to make 
the best of the bargain, and that such being the case the buying or 
selling will take place in such and such a fashion. It further claims 
that the action of a number of individuals under similar circumstances 
is equally calculable. So is the movement of the balls on the 
billiard-table, but that does not interfere with the liberty of the 
players.^ 

Nor do they pretend to be able to measure our desires. TlTiat 
they do — and it is not so absurd after all, because we are all doing 
it — ^is to express in pounds, shillings, and pence the value we put 
upon the acquisition or loss of an object that satisfies our desire. 
Moreover, the Mathematical school does not make much use of 

that if there had been a contradiction between their doctrines and this law it 
would not have escaped them. Moreover, we note that bscr and cider have their 
demand enrves ; cannot wine have one as well T Having to pass from one to 
tho other does undoubtedly complicate matters, and the Mathematical economist 
frequently finds himself obliged to juggle not with one but with two or three balls. 
But this is jast tho land of difficulty which is amenable to mathematical treat- 
ment — ^nay, even, perhaps, demands it. The connection between the values of 
complementary or supplementary goods is one of the problems that has been 
most thoroughly investigated by t he Hedonists. See Pantaleoni, Economia jmro. 

A criticism of Mathematical economics may be found in an article by M. 
SimLand entitled I/i posiCive en Science lamomique {Revue de 3fta- 

physique ei de Morale, Noremlwr 1903), and a good reply in La Melhode maihi- 
matijue er. Economic politique, by M. Bouvier. 

* Walras put it well when he wrote as follows ; “ Wc have never tried to 
nnahwe the motives of free human beings. We have simply tried to give » 
mathematical expression oi tho result,” {Elimenis ^Econonie politique pure. 
p. 232.) 
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numbers, but confines itself to algebraical notation and geometrical 
figures — that is, to the consideration of abstract quantities. To 
arrite down a problem in the form of a mathematical equation is 
to show'that the problem can be solv'cd and to give the conditions 
under which solution is alone possible. Beyond this the economist 
never goes. He never tries to fix the price of corn, whatever it may 
be ; he leaves that to the speculators,^ 

From the other side — that is, from the historians, interventionists, 
solidarists, socialists — comes criticism which is quite as bitter and 
not a whit easier to justify. The Hedonistic doctrine appears to 
them simply as a fresh attempt to restore the optimistic teaching 
of the Manchester school, with its individualism and egoism, its 
free competition and general harmony, its insidious justification of 
interest, rent, and starvation wages — in the name of some imaginary 
entity which they call marginal utility. In short, it looks just like 
another proof of the thesis that the present economic order is the best 
possible — a proof that is all the less welcome seeing that it claims 
to be scientific and mathematically infallible. 

This sort of criticism is notliing Ie.ss than caricature. It would 
be futile to deny that the new school has undertaken the task of 
carrying on the work of the Classical writers, but what possible 
harm can there be in that ? The royal road of science often turns 
out to be notliing better than a very narrow path — but it docs 
lead somewhere. There would be no progress in economic science 
or in any other if every generation were to tlirow overboard all 
the work done by its predecessors. What the Hedonistic school 
has tried to do is to distinguish between the good and the bad 
work of the Classical writers and to retain the one while rejecting 
the other. 

The main object of the equilibrium and final utility theories is 
not to justify the present economic rigime, but merely to explain it,* 
which is quite a different matter. But it does happen in this c.ase 
that the explanation justifies the conclusion that under the conditions 
of a free market the greatestgood of the greatest number would natu- 
rally be secured. The term “ good,” however, is used in a purely 
Hedonistic and not in the ethical sense. No attention is paid to 

' “ Wo do not know exactly what it Ls tli.at hinds Iho function and the variable 
together, or tlio intensity of the B.atisficd need to the quantity Btrc.ady consumed. 
But for every item on the one side we feel certain that there must bo a corro- 
Bponding item on the other." (Anpotit, Thiorit dr la Monnaie, p. 42.) 

* For a vigorous refutation of this criticism see two artidca by P.i*t cnliilrd 
Sevnomie optimisU and Sconomit ecicvJifiqar in the litviu dr ifflapl.yfiqut tl dt 
Morale for July 1001 and September 1907, 
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the pre-existing conditions of the exchange, and none is hestoired 
upon its possible consequences. The old-time bargain betTreen 
Esau and J acob, "when the former sold his birthright for a mere 
mess of pottage, gave the maximum of satisfaction to both, even 
to Esau, of vrhom it is related that he was at the point of death, 
and to whom accordingly the pottage must have been of infinite 
value. Even if Jacob had offered him a bottle of absinthe instead 
the result would have been equally satisfactory from a Hedonistic 
standpoint. The theory takes as little account of hygiene as it 
does of morals. , ' 

The Hedonist, by way of amendment, might suggest that Esau 
'Would have made a better bargain if there had been, not one, but 
several Jacobs offering the pottage, which helps to explain why 
they are so partial to competition and so strongly opposed to 
monopoly.! Hedonist would deny that Esau was exploited by 
Jacob ; hut, on the other hand, they would point out that there is 
no necessity to imagine that society is made up only of Esaus and 
Jacohs.2 

The same thing applies to Bohm-Bawerk’s celebrated theory 
of interest. Indeed, Bohm-Bawerk quite definitely states that he 
merely wants to discover some explanation of interest, but does not 
anticipate that he will be able to justify it, and in that spirit he 
condemns the etWcal justifications that were attempted some 
centuries back. His object is to show that interest is neither due 
to the productivity of capital nor to the differential advantages 
enjoyed by its possessor. Neither is it a tax lened upon the 
exploited borrower : it is simply a fime-paymcnt. In other words, 
it represents the difference between the value of a present good 
and the same good on some future occasion. It is just the result 
of exchanging a present good for a future one. A hundred francs 
a year hence are not equal in value to a hundred francs here and 
now. To make them equal we must either add something by way 
of interest to the future item or take away sometliing by way of 
discount from the present one.® 

* Or ho will argue, perhaps, that the market would have been much more 
favourable to Esau if Jacob had had more pottage than he could easily have dis- 
posed of — a case where even monopoly might oCer some advantage to the buyer. 

* “ For purposes of demonstration,” says Pareto, " we have assumed the 
existence of private property. ^Bnt to assume on the strength of the conclusion 
which we have established that a rlgimt of private property gives the mardmum 
of well-being would clearly bo to beg the question.” 

* This doctrine is not accepted even by all the Hedonists. Wahras especially 
is very critical in the fourth edition of his Sumomit pure. 'M- A- Landez in hi* 
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Turning to the theory of wages, according to which the wages 
of each class of producers is supposed to be determined by the 
productivity of the marginal worker in that class, we arc struck by 
the fact that it is only a little less pessimistic than the old “ brazen 
law.” What it really implies is that the marginal worker — the 
worker w’hom the eMrepreneur is only just induced to employ — 
consumes all that he produces. 

The Hedonistic school, in short, has no theory of distribution, 
neither does it seem very anxious to have one. It speaks, not of 
co-sharers, but of productive services, whose relative contributions 
it is interested to discover. But it is one thing to know exactly 
what fraction of the work is due to a certain unit of capital or a 
given individual workman, and quite another to know whether 
workers or capitalists arc being unfairly treated. 

The best proof that the Hedonists are not mere advocates of 
laissez-faire is the general attitude of the leaders. It is true that 
the Austrian school has always shown itself quite indifferent to the 
social or working-class question,’ as it is sometimes called, but it 
certainly has a perfect right to confine itself to pure economics 
if it wishes. The other leaders of the school, however, have clearly 
shown that the method followed need involve no such approval or 
acquiescence. Not to mention Stanley Jevons, who in his book 
Social Reform makes a very strong case for inlervcntion, wc 
have also Professor Walras, who stands in the front rank of agrarian 
socialists. Leaving aside merely utilitarian considerations, he 
points out that in the interest of justiee, which, ns he has been 
careful to emphasise, involves quite a different point of view, he 
wants to establish a regime of absolutely free competition. But 
how is this to be accomplished ? Merely by means of laissczfairc, 
ns the old Liberal school had thought ? Not at all. , It can only 
be done through the abolition of monopoly of everj' kind, and land 
monopoly, which is the foundation of every other, must go first, 

Iniirtt du <7ap)7aI(1904)andIryingFisherin?’A«ffa<« o//nfcr«f{lP07)h.'iTO,tr!cd 
if not to domolish it at least to corrfct it by giving n more erublJcannlrFis of Ih? 
motives determining n preference for a future income ns compared wth a prerent 
one. This time -preference, of course, varies according to the fortune of c,ech and 
other oiroumsfanccs. 

' Wo have already remarked on this in llio case of JI. Bolim-Bawcrk. Tiiis 
is another re.?pect in which tho IIodonist.>i have shown theniEclvcs faithfuHolhe 
Ciassicaf tradition. The necessity for reparating the art from the reienre of 
political economy, pure economics from applied, was cspecmlly emphr.-iMd by 
Courcolle-Sencuil and Chcrbulier. Pareto put it well when he fr.id that the 
m.aximura of opholimily can bo pul in the chape of an equation, but the mDiiroiim 
cl justice can not, . 



542 The Hedonists 

The reform advocated in his iSconomie sociale consists of two 
items, land nationalisation and the abolition of all taxation. The 
two items are intimately connected because the rents now become 
the possession of the State will take the place of the taxes, and the 
object of both is the same, namely, the extension of free competition 
by securing to every citizen the full produce of his work. Under 
existing conditions the producer is doubly taxed — in the first place 
by the landowner and then b}’^ the State,^ Moreover, when we 
remember that the point of equilibrium in Walras’s system occurs 
just where the selling price exactly coincides with the cost of pro: 
duction — ^in other words, where profit is reduced to zero— we begin 
to realise how far it is from anything in the' nature of an apology 
for the ptresent condition of things. 

Vilfredo Pareto, another representative of this school, although 
ultra-individualistic in his opinions and extremely' hostile to inter- 
ventionism or solidarity, takes good care not to connect his personal 
opinion with the Hedonistic doctrines. As a matter of fact he 
thinks that, theoretically at least, the maximum of well-being might 
be equally attainable under a coIlecti\'ist rigime, although he does 
not think that collecth-ism is yet possible. But this opinion is 
foimded upon “ ethical and other considerations which arc quite 
outside the scope of economics.” * 

M. Pantaleoni, who soars higher still into the realm of pure, 
transcendental science, ventures to declare that the substitution 
of purely altruistic motives for merely selfish ones would involve, 
about as much change in the calculation as would the substitution 
throughout of a plus for a minus sign in an algebraical equation. 
All extremes meet. Complete disinterestedness and absolute egoism 
would necessarily work out very much the same. Devotion to 
duty would replace the clamour for rights; sacrifices would be. 
exchanged instead of utilities. But the laws determining their 

^ This system, according to Walras, wonld possess another advantage in that 
it vronld facilitate the establishment of free trade, which is an ideal of the science. 
The chief difHcnItics would thus bo avoided, cnch as unequal import duties and 
unequal degree of fertility. “ Free trade has always involved the atecnce of 
duties, and the nationalisation of land would further result in the free movement 
of capital and labour to whatever place might prove most advantageous to 
them.” {La Paix par la Jatiict eociale rf par h lAbrcS'ihange, in Qwriiorj 
pratiqats de lAgislaivm ovvriire, Septemhcr-Octoher 1907.) 

’ The same is true of American cconomiste, where the use of the Hedonistio 
method is by no means confined to ono school. Professor Clark employs it, and 
he is rather inclined to set up an apology for the present economic order and to 
trust to the efficacy of free competition. But Professor Patten also mekw use c! 
it, and he is an interventionist of the extreme type. 
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exchange would still be the same. The Hedonists arc not so much 
concerned with the morality of such laws as with the productive 
capacity of a given economic state, just as in the case of a piece of 
machinery the engineer’s sole concern is to gauge the output of that 
machine. 

But the most serious criticism passed upon the work of the 
school is that at the end of the reckoning nothing has been discovered 
that was not already known, to which the Hedonists reply that they 
have at least succeeded in making certain what was only tentative 
before. The discovery of truth appears to be an intermittent 
process, and the first vague presentiment is often as useful os the 
so-called scientific discovery. Astronomy, which is the most perfect 
of the sciences, hasprogressed just in this way. The older economists 
felt fully convinced that the rigime of free competition was best, but 
the}' gave no reason for the faith that was in them and no demonstra- 
tion of the conditions under which the doctrine was true. Such a 
demonstration the Mathematical economists claim to have given bj' 
showing that a rigime of free competition is the only one where a 
maximum of satisfaction is available at a minimum of sacrifice for 
both parties. The same consideration applies to the law of demand 
and supply, the law of indifference, cost of production, wages, 
interest, rent, etc. To have given an irrefutable demonstration of 
theories that were formerly little better than vague intuitions * or 
amorphous hypotheses is certainly something. Wc may laugh ns 
much as wc like at the homo aconomicus, who is by this lime little 
better than a skeleton, but it is the skeleton that has helped the 
science to stand upright and make progress. It has helped forward 
the process from the invertebrate to the vertebrate. 

But admitting that all these doctrines have been definitely 
proved, as the Hedonists claim they have, is the science going to 
profit as much os they thought by it ? Somebody has remarked 
that mathematics is a mere mill that grinds whatever is brought to 
it. The important question is. What is the corn like? In this case 
It consists of a mass of abstractions — a number of individuals 
actuated by the same selfish motives, alike in what they desire to 
get and ore willing to give,* the assumed ubiquity of capital and 
labour, facility for substitution, etc. It is possible enough that the 

* Economica will become a ccicnco when it enn ray that “ wl.-.l v.cs jorl now 
nothing better than an intuition can now be fully proved.” (E'clrsa, i'cenemss 
poUtiqw •pure, p, 427.) 

* “It is necessary to apply the law of the rnriaticn of intercity of need to 
each Bcpamtc individual in relation to each one of his needs.” (Anp-ctit, La 
Uonnaie, p. S3.) 
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flour coming from the mill may not prove very nutritious. When 
ground out the result vrould at any rate be as unlike reality as the 
new society outh'ned by Fourier, the Saint-Simonians, or the 
anarchists, and its realisation quite as improbable, unless we pre- 
suppose an equally miraculous revolution. The Hedonists frankly 
recognise this, and in this respect- they show themselves superior to 
the Classical economists, who when they .talk of free competition 
believe that it actually exists.^ 

But however sceptical they are about the possibility of ever 
realising all this, they are somewhat emphatic about the virtues of 
the new method, and they are not exempt, perhaps, from a certain 
measure of dogmatic pride which irresistibly reminds one of the 
Utopian socialists. Could we not, for example,, imagine Fourier 
writing in this strain : “ 'What has already been accomplished is 
as nothing compared with what may be discovered ” (by the apph'ca- 
tion of the mathematical method) ; * or “The new theories concern- 
ing cost of production have the same fundamental importance in 
political economy that the substitution of the Copemican for the 
Ptolemaic system has in astronomy”?® We have already called 
attention to the comparison of Walras’s system with Newton’s 
Principia — all of which rather savours of enthusiasm outrunning 
judgment. 

WTiile recognising the very real services which the Mathematical 
and Austrian schools have rendered to the science, and admitting 
• that they mark an era in the history of economics which can never be 
forgotten, we cannot do better than conclude with the advice of an 
economist who is himself an authority both in the Mathematical 
and Classical schools, and who is therefore well qualified to judge : 
“ The most useful applications of mathematics to economics are 
those which are short and simple and which employ few symbols ; 
and which aim at throwing a bright light on some small part of the 
great economic movement rather than at representing its endless 
complexities.” * 

^ It is only those Hedonists who claim to bo able to establish an exact science 
that make use of the mathematical and abstract method to the total exclusion 
of the historical and biological method. 3?rofes£or Marshall expressly declares 
himself in favour of the biological method, and would advocate employing 
diagrams and curves as little as possible {Economic Journal, March 1898, p. 50). 

* Pareto, Giomali degli Economisti, September 1901. 

3 Bohm-Bs'.verk, the Austrian Economists, loc. cit. On the other hand, one of 
the disciples of this school, M. Landry, writes ; “ To-day the Austrian school h 
somewhat played out ” {L'Ecole economique, in Bivitta di Sciersur, 1007). At the 
en-3 of thirty years ! — not a very long life. 

* Marshall, Distribuiion and'Exchangt, in Economic Jrcurnal, M.arch 1893. 
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CHAPTERai: THE THEORY OF RENT AND 
ITS APPLICATIONS 


The revival of interest in Classical theories, of which mention was 
made in the last chapter, cannot be passed over without a special 
reference to the theory of rent. The theory of rent has always 
held a prominent place in economic science, especially during the 
earlier years of the nineteenth centurj^ and the recent developments 
it has undergone are significant equally from a theoretical as from 
a practical standpoint. 

Theoretically it has been shown that the concept rent, which 
for a long time was supposed to be indissolubly bound up with a 
particular economic phenomenon, namely, the revenue of landed 
proprietors, is capable of several applications and extensions, some 
of which might throw considerable light into more than one obscure 
corner of the economic world. Particularly does it seem applicable 
to a kind of revenue of which we hardly heard mention until recently 
— that is, the profits of the entrepreneur as distinct from the interest 
of the capitalist. 

Practically also it is very important. Rent is “ unearned 
increment ” par excellence. In other words, it is a revenue for 
which the receiver has ostensibly done nothing. One can well 
imagine what fruitful ground for socialistic theories this must be 1 
And, as a matter of fact, all systems of land nationalisation or of 
socialisation of rent — and they arc by no means few in number — 
trace descent from the old Ricardian thcorja 

What we propose to do in this chapter is to c.xaminc the doctrine 
of rent in its twofold aspect, inquiring in the first place what 
developments it has recently undergone as a scientific thcorj% 
and, secondly, how it is proposed to apply this theory with a vievr 
to reforming society. The chief aim in view is, of course, to glean 
some knowledge of recent theories, but to do this we shall often 
find ourselves obliged to follow the stream backward fo'vards 
its source in Jlill or Ricardo, for in many cases it is the onh* way 
of appreciating the development of ideas. 


I: THE THEOIHiTICAL EXTENSION OF THE 
CONCEPT RENT 

In a former chapter wc were led to investigate the utterly futile 
attempts made both by Carcyand Bastiat to undermine the Ricardian 
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theoiT of rent Open to criticism the theory certainly is, bat in 
their anxiety to do avray ^rith it altogeth^ th^ critics* were M to 
deny that the land had any value at alL 

But this denial has been refuted in no equivocal fashion by the 
emergence of vrhat is perhaps the most strildng phenomenon in 
nineteenth-century history, namely, the fabulous prices paid for 
land in the neighbourhood of large cities- The last century vras 
pre-eminently the centmy of big to-sms. No other epoch in history 
can point to such growth of urban centres, England, America, 
Germany, and to a lesser degree France, have all had a share in 
this development. One result of this rapid agglomeration of popula- 
tion in restricted areas has been a wonderful growth of rents, or 
unearned increment. A quarter of an acre of land in the city of 
Chicago which was bought in 1830 for $20, at a time when the 
population was only fift}', and which in 1S36 was sold for $25,000, 
was valued at $1,250,000 at the time of the International Exhibition 
in 1894. It lias been calculated that the increase in ground-rents 
in London between 1870 and 1895 is represented by no less a sum 
than £7,000,000. Hyde Park, bought by the City of London in 1652 
for £17,000, is to-day valued at about £8,000,000. M. d’Avencl states 
that in Paris a piece of land belonging to the Hotel Dieu which was 
valued at 6 fr. 40 c. a square metre in 1775 is worth 1000 fr. to-day,* 
and 5L Leroy-Beaulieu mentions a piece of land in the neighbourhood 
of the Arc de Tripmpbe which between 1851 and 1904, i.e. in twenty- 
three years, has doubled its value and is now selling at 800 fr. a 
metre as compared irith 400 fr. formerly.* We have merely quoted 
a few isolated examples, but thtw may be regarded as tj*pical, 
Carey and Bastiat have not made many converts, evidently. 
The majority of economists have either accepted Ricardo’s theory 
or, having been induced to examine his position thoroughly, have 
been led to develop it, but none of them has denied the reality of 
the income derived from land. Hence the very curious twofold 
evolution which the theory presents. 

On the one hand there has been discovered a whole series of 
differential revenues analogous to the rent of land, which, according 
to the expression of a great contemporary economist “is not a 
thing by itself, but the leading species of a large genus.” ' On the 

‘ Oar figures iire taken from the well-inforiEc-d pampHct of M- Eicaudi, 
La Mur.ici'pali-saikr. au Sol dar-t les Grcr.deg F \Ucs (Girard et Britce, 1S93), re- 
printed from DaxrSr social. 

* P. Lerov-Beanllen, L’Art dc placer el gtrer sa Portar-e, p, 34, 

^ ilarrncl!, Principles, preface to the first edition. 
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other hand (and this second line of development is perhaps more 
curious than the first), while Ricard o consider ed that the r ent-jf 
land was an economic anomaly resulting from special circumstances, 
such as the unequal fertih'ty of the land or the law of diminish- 
ing returns, modem theorists regard it simply as the normal 
result of the regular operation of the laws of value. The rent 
of land and similar phenomena seem to fit in with the general 
theory of prices, and the theory of rent so laboriously constructed 
fay the Classical school falls into the background as being com- 
paratively useless. Despite its prestige throughout the nineteenth 
century, in a few more years it ivill be regarded ns a mere historical 
curiosity. 

This double evolution is the result of simultaneous efforts on 
the part of a great number of economists. It is almost impossible 
to trace a regular sequence of advances from one to the other, and 
we shall content ourselves with a mere mention of the names of 
those who have contributed most to it, their actual words being 
quoted whenever possible.* 

(a) In the first place, we have n number of differential revenues •* 
which are exactly analogous to the rent of land. Equal quantities, 
or, as the English economists prefer to put it, equal doses of capital 
and labour applied to different lands yield different revenues : such 
was the classic statement of the law of rent, Ricardo attributed 
the existence of rent to the presence of particular phenomena apper- 
taining only to land, such as diminishing returns, unequal fertility, 
greater or lesser distance from a market. But it has long been 
realised that agriculture is by no means the only domain in which 
capital and labour yield unequal returns. 

All natural sources of wealth — mines, salt-works, and fisheries — 
give rise to exactly similar phenomena. Their productivity is not 
identical, their fertility (if the term is permissible) presents the same 
differences and their position relative to a market the same variety 
ns in the case of cultivated lands. Consequently ever}’ mine, every 
salt-work and fisheiy' that is not on the margin of cultivation yields 
a differential revenue or rent because of its greater productivity 
or more convenient situation. Ricardo had recognised this in 

* Tlicro is a good account of the evolution of which wc br.ve given a brief 
rUumi in a work published os iar hack a.s 18CS, entitled Vertudi eincr £rUt\’d.rs 
Dogmtogtsdithit dcr OrundraUc, by Edw-ird jjc.wns (lycipz-'g), but crjKciuny 
In La Thiorit dt la Rcnlt eS ton Exitnsion rtccnlt, by Paul Frcrouls {Mouti-ellirr, 
1908), and in the very interesting orticlcs of Herr SchumpeUr, Dot Il'rlcn. 
prinrip in dcr Verlhtilungsl'hre, which oppeered in Scbmoller’s Jchrl'jd. in 
1007, pp. 31 and 691. 
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the case of mines, and Stuart Mill insisted upon its farther 
extension, 

Further, land is not employed for tilth only ; it is also frequently 
used for building purposes. The services which it renders in this 
connection are not less important than the others, and between 
different sites there are as many distinctions as there are between 
the various grades of cultivated lands. Their commercial produc- 
tivity, if we may so put it, is by no means uniform. “ The ground- 
rent of a house in a small village is but a little higher than the rent 
of a similar patch of ground in the open fields, but that of a shop 
in Cheapside will exceed this by the whole amount at which people 
estimate the superior facilities of money-making in the more crowded 
place. In this way the value of these sites is governed b}’^ the 
ordinary principles of rent.” ^ 

But why even confine attention to land and its uses ? Degrees 
of productivity and differences of returns are equally evident in 
the case of capital. The machinery' in one shop may be better, the 
organisation more efficient, division of labour more fully developed 
than in another because of the relatively greater abundance of 
capital, with the result that the production in the one case will 
exceed the production in the other, resulting in a supplementary 
gain in the case of the first shop.® Similarly, the production of 

‘ Ricardo's Principles, chap. 3, “On the Rent of Mines.” Cf. Stuart iHll, 
Principles, Book TTT, chap. 5, § 3, 

, * Stnart Mill, foe. cit. 

* This fact was noted by Hermann even as far back as 1832 in his very 
remarkable SiaalsieirtschafUiche Unlersudiurjjtn (Munich, 1832), p. 166 : “ A 
phenomenon that is exactly analogous to rent becomes manifest whenever a 
country employ’s imported machinery the- multiplication of which is difficult, 
possibly because the producing country discourages such exportation. [Such 
was the case with English machinery at the time Hermann wrote.] . . . Suppose 
now that the price of the commodity manufactured with the aid of such machineiy 
goes up. If the country under consideration can only manufacture with machi- 
nery that is more expensive but less efficient because of its defective character, 
the cost of production will still be higher than if the best [foreign] machinery 
were employed. The result is that the proprietors of the latter retain such 
advantages as the rise in price had secured them.” Mangoldt (in Bit Lehrt 
twn Vnitrnehmergminn, Leipzig, 1855) expresses his view in a somewhat similar 
fashion : “ Rent shows itself clearest and on .the largest scale in the case of 
agricultural land, but it is equally evident wherever the difficulty of multiplying 
capital prevails or where it can only be replaced by other capital of a more expen- 
sive character or a less productive yield.” Ricardo himself possibly had the 
rent of capital in mind when he said : “ The exchangeable value of all com- 
modities, whether they be manufactured or the produce of the mines or the 
produce of land, is always regulated, not by the less quantity of labour that 
will KuSco for their production under circumstances highly favourable, and 
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one worker as compared with another is frequently unequal. One 
man without any greater effort may get through more work than 
another, and the earnings of that man will exceed those of the other, 
so that even a workman may enjoy a supplementarj' gain of the 
nature of a differential rent. And not among workmen only do 
aptitudes differ, but also among eniTcprcncurs. Rent of ability 
plays an important role in determining the different degrees of 
success experienced by different undertakings and the unequal 
revenues which they yield. “ The extra gains which any produc''r 
or dealer obtains through superior talents for business or superior 
business arrangements are very much of a similar kind." That 
is how Mill ’ expressed it, content merely to repeal an idea which 
Senior had expressed in his Political Economy as early n.s the year 
1830, where he applies the term “ rent ” to “ all peculiar nd^'anfngcs 
of extraordinary qualities of body and mind.” * 

The simple suggestion thro^vn out by Mill and Senior has long 
since been developed into a full-blo%vn theory by Francis Walker, 
the 'American economist. The conception of profits ns the 
remuneration of the cnireprcnetir’s exceptional skill is examined 
in his Treatise on Political Economy, and is further treated in 
considerable detail in the Quarterly Journal of Economics for April 
1887.* 

We have already commented upon the optimistic tendencies of 
certain American economists. Carey was a case in point; so is 
Walker. In a work entitled The IVages Question, published in 
1870, Walker made a successful attack upon that most pessimistic 
of theories, the wages fund, and forced economists to recognise that 
to some extent at any rate the wages depended upon the produc- 
tivity of the undertaking. But to show the possibility of wages 

exclusively enjoyed by tboso who have pecnlinr fnciiitics of prodiiciim, Init 
by the greater quantity of labour necessarily Ijcstowcd on their prodticlioa by 
those who have no such facilitic-s, by tho'c who contrive to produce them under 
the moat unfavourable circumstancc.s — meaning by the most unfavoumbte cir- 
cumstances the most unfavourable under which the quantity of produce required 
renders it necessary to c.arry on the production." (Frinei'p.V. p. 37.) Engli-di 
writers, however, seldom rpeak of the rent of capitil. Rent ui;h them alwiiyr- 
signiCcs income due, not to the intervention of man, but to the natural njsourc^" 
of production. 

> Prineiplu, Book Ilf, chap. C, § 4. 

* " But ns it is clearly a surplus, the labour having l>cen prewou'^iy paid 
for by average wages, and that surplus the epontanccus gift of n.aiurr, we have, 
thought it most convenient to term it rent." (Quoted hy Cannan, ProducU'.-r, 
and Pittrihvtion. p. 19S.) 

* Tn sn article entitled The Source oj Prof.t, 
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growing with the increased producti\nty of industry was hardly 
enough to satisfy sensitive consciences. Walker was particularly 
anxious to foil the sociah'sts bjf showing that profit is not the oui> 
come of exploitation, and it was w'ith a view to such demonstration 
that the doctrine of rent was so greedily seized upon. 

By' the term “ profit ” Walker understands the special remun'era- 
tion of the entrepreneur^'^ omitting any interest which he may draw 
as the possessor of capital. This distinguishes him from the majority 
of English economists, who, contrary to Continental practice, have 
always persisted in confusing the functions of the entrepreneur 
and the capitah'st. Neither is he content to regard his work as 
confined to simple business arrangement and superintendence, 
which would result in his being paid a salary equal to that of a 
managing director. His work is altogether of a more dignified 
character, and consists largely in anticipating the fluctuations of 
the market and in organising production to meet them — in a word, 
in adapting supply to demand. The entrepreneur is the true 
leader of economic progress — a real “ captain of industry.’’ * 

AH this implies, says Walker, differences in industrial revenues 
exactly' analogous to the differences in agricultural incomes. Some 
industries yield no profit at all beyond renumerating capital and 
labour at the normal rate and leaving enough for the eiiirepreneur 
to prevent his abandoning the undertaking altogether. Other 
industries yield a little more, and by imperceptible gradations we 
pass from such mediocre undertaldngs to more prosperous ones, and 
finally reach those that yield immense profits. The question then 
arises as to whether such abnormal profits in any way represent 

■ * Walker is one of the first of the English-speaking economists to make this 
distinction and to employ the term “ profit ” in a narrow sense, distinguisliing 
it from interest on the one hand and wages on the other. Ho even went so far 
as to subtract the wages of superintendence and direction became this work 
of supervision conld be delegated to others {Wagts Question, 2nd ecL, 1891, 
pp. 230, etc.), while the special function performed by the entrepreneur, namely, 
the adaptation of supply to demand, requires special remuneration, which he 
proposes to call profit. It is a little odd that o writer who seemed completely 
isolated should be shown, after all, to share the views of other economists. 
Walker declares that save his own father, Amasa Walker, he knew of no economist 
who had distinguished between capitalist and entrepreneur. But J. B. Say had 
already made the same distinction, which had been adopted by all Continental 
economists even as far back as the beginning of the nineteenth century. 

* Tliis is how Walker summarises his duties: “To furnish also technical 
skill, commercial knowledge, and powers of administration ; to assume respon-ri; 
bilities and provide against contingencies ; to shape and direct production, 
and to organiHO and control the industrial machinery." (The JVages Question, 
p. 245.) 
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wages that have been withheld from the workers. Tliis is not at 
all likely^ becjiuse wages are often highest where profits aie greatest 
Catcris 2>aribiis, the probability is that the greater profit in tlie 
one industry as compared with another implies the greiitcr capacity 
of the entreprenmr in the one ciise than in tlie other. Tlic superior 
income is a pure surplus like the rent of land. “ Under fiee and 
full competition,” says Walker, “the successful employers of labour 
would earn a remuneration which would be exactly mca.surcd, in 
the case of each man, by the amount of wealth whicli he could 
produce, with a given application of labour and capital, over and 
above what would be produced by employers of the lowest industrial, 
or no-profits, grade, making use of the same amounts of labour and 
capital, just a.s rent measures the surplus of the produce of the 
better lands over and above what would be produced by tlie same 
application of labour and capital to the leiust productive land.s 
which contribute to the supply of the market, lands which them- 
selves bear no rent.” ’ 

Walker’s thcoiy contains a good deal of truth, although it is 
not, perhaps, quite as new as he thought it was. nic opinions of 
Mill ’and Senior have already been referred to, and more than one 
Continental economist, from J. B. Say to Mangoldt, and including 
Hermann,’ have propounded similar views. Nor has the doctrine 
ever been completely ti-iumphant in economic circles, hlost con- 
lemporaiy ivriters, no doubt, regard profit as a kind of rent, due 
partly, but only partly, to the personal ability of the entrepreneur} 
Other economists — such as Marshall,^ for example — tliink that they 
can trace some otlier elements as well, such us insurance agnlnsl risk 
and payment for the necessniy expenses of training the entrepreneur} 

' Walker, Quarlcrhj Journal oj Economic#, April 1SS7, p. 27S. 

* Hermann, Vnterinichungen, p. 200 ; for J. R. Say cl. tUpra, p. 113. 

* Pantalconi (Economi'a jiura,- Part III, chap. 4) Eocms to be the only 
economist who accepts Walker's theory rrilhout any rcsormtion. 

* For his criticism of Walker see the Quartrrfy Journal of Pu-vtmlc-t. It'S", 
p. 479, and the Principles, 4lh edition, p. 705, note. In conformity with E:),"!i‘-h 
tradition, 'Marshall includes within iirofits any intcrr.st upon nich cr.pil.al a? the 
entrepreneur pos-^csscs. 

* Pantalconi makes the samo distinction : '* Profits, rays hr, '* may tir the 
result of superior ability acquired cither by assiduous rltidy or prolorrrd pre- 
paration. In that case we are dealing, not with a land of rent, hut with a f j'ceiot 
of profit which may bo very remunerative hut which i« nevert briers amen.'. Mr to 
a very different law from that which generally re gulatcs t he investment of cr.; it al ." 
(Economta pura, Part HI, chap. 4 .) On the other hand. Pantalconi rcfu.ro* 
to recognise the existence of an element of insurance ngain.’'{ ri.'k as an item in 
profits, because, n.s ho points out, if the premium has been c.arcfully reckoned uji 
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Walras, on the other hand, omits these last tvro items and points 
out that under static conditions the entrepreneur would neither 
gain nor lose. The sole source of profit, then, are those “ dynanuc ” 
rents which are the result, so, to speak, of the perpetual displacements 
of equilibrium in a progressive society. But these dynamic rents 
are extremely varied in character and bear no relation to the personal 
quahties of the entrepreneur. . 

Clark ^ and others, although subscribing' to Walras’s dictum 
that profits are really composed of rents, think that there may be 
static as weU as dynamic rents and that Walras’s hypothesis of 
a uniform net cost for all xmdertakings is altogether too abstract. 
Only in the case of the marginal producer, whose expenses are highest, 
is there anything like equilibrium between costs and price. The 
other producers even when there is no such thing as a temporary 
displacement of equilibrium, are able to make substantial incomes 
out of the various species of differential rents already mentioned — 
proximity to market, better machinery, greater capital, etc. Marshall 
speaks of such incomes as composite rent.^ 

Walker’s theory has evidently not been accepted without con- 
siderable reservations. And we need only remind ourselves of 
the way in which dividends are usually distributed among share- 
holders to realise the inadequacy of bis conception of rent and the 
exaggerated nature of his attempted justification. Would anyone 
suggest, for example, that such dividends are merel3' the result of 
exceptional ability? ^ 

This attempted explanation of profit affords, perhaps, the most 
interesting illustration of the extension of the concept rent, although 
it is by no means the only one. The Ricardian theory, worked out 
to its logical conclusion, reveals the interesting fact that there are 
as manj’’ kinds of rents as there are different situations in the' 
economic world. Whenever it becomes necessaiy to unravel the 
mystery surrounding individual inequalities of income recourse is 

and compared with the risk, “it onghl on an average to be equal to it at the 
end of a certain number of vears, so that the net rent would become equal to 
cero.” (Ibid.) 

* Cf, Dittribuiion of (1S99) zni EssejUials of Economic Theory (199S). 

* Moreover, the entrepreneur may find himself forced to yield a part of 
this composite rent either to the landlord or to the capitalist from whom he 
has borrowed bis capital or to the workers by whose superior ability he has 
"benefited. The difficult question of determining what proportion ought to 
be given in this way is discussed by Marshall in his Prirtciples, Book Y, chap. 10, 
E 4 ; Bool: YI, chap. 8, § 9. 

* Y’alker might answer by saying that the dividend is simply the mterest 
upon the capital.: But wc can hardly bring ourselves to believe this. 
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had to a generalised theoiy of rent. “ All advantages, in fact, 
which one competitor has over another, whether natural or acquired,* 
whether personal or the result of social arrangements . , , assimilate 
the possessor of the advantage to a receiver of rent.” * Something 
of the variety of concrete life is thus reintroduced into the Classical 
theory of distribution, although all this was at first rigidly excluded 
by the doctrine of equality of interest and uniformity of wages.* 
The theory of rent is an indispensable complement of the Classical 
theory of distribution, gi\dng the whole thing a much more realistic 
aspect. It is, as it were, the keystone of the whole structure. 

{b) But the theory has also undergone another species of trans- 
formation. Ricardo conceived of rent as essentially a differential 
revenue arising out of the differences in the fertility of soils.* tVcrc 
all lands equally fertile there would be no rent. The same remark 
applies to the various species of rent discovered since then. There 
is always some inherent difference which explains the emergence 
of rent, such ns the greater suitability of a building site, the greater 
vigour of the worker, or the superior intelligence of the entreprenrur. 
They are all of a type. Enircprcncura who produce the same article, 
-workmen toiling at the same trade, capitals employed in the same 
kind of undertaking, may be grouped in an order of diminishing 
productivity, much as Ricardo grouped the various species of lands. 
The last entrepreneur of the scries, the last worker, or the last item 
of capital each earns just enough to keep them at that kind of 
employment. All the others produce more, and, seeing that they 
all sell their goods or sendees at the same price, they draw a rent 
which is greater than the income enjoyed by’ the others by the 
difference between their productivity and that of the last of the 
scries. The whole economic world seems to be under the dominion of a 
kind of law of unequal fertility, not of lands merely, but of c.apital 
and indi%ddunl capacity ns well — a law which is sufficiently general 

* This word “ acquired ” is not quite in eonfonnity with the pare Ihrcn- of 
rent, for it theso advant.igcs arc acquired the remun-ration thus received should 
bo considered merely as interest upon capital sp-'nt. 

* Stuart Mill. Principl'.i, Book III, clinp. 6. J 4. 

* “ Wage-s and profits represent the univer?--.! elements in production, while 
rent may bo taken to rcprc.'ent the difFcrential and peuliar : any difFcrtncc in 
favour of certain producer?, or in favour of production in eertain cireum'tauees, 
being the soarco of a gain, which, though not called rent unh>^s piid p riodieally 
by ono person to .another, is governed bv laws entirely the .'.ame with it.” {ILii., 
Book ni, chap. 6, § 4.) 

‘ “Rent, it should be remembered, is the dificrenoe Wtwe^n the produe* 
obtained by equal portions of labour and capita! employe i on land of the e&nss 
or different quatitica.” (Ricardo,- Prinetpht, chap. 0.) 
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in its application to explain all inequalities in the revenues of the 
different factors of production. 

We cannot help feeling the artificiality of this conception nnd 
wondering whether the differences in revenues are not capable of 
explanation upon the basis of a simpler and more general principle. 
Is it impossible to take account of them directly and to treat them 
as something other than an exception or an anomaly ? One cannot 
avoid asking such questions, and the reply is not far to seek. 

, Doubts arise as soon as we realise that land may jueld rent 
apart from any inequality in its fertility. “ If the whole land of a 
country were required for cultivation, all of it might yield a rent,” 
says Stuart ]\Iill.^ Apparently all that is needed is an intense demand 
and a supply that is never equal to that demand, so that the price is 
permanently above the cost of production.® In such a case even 
the worst land — assuming that all is not of equal fertility — would 
yield a rent. LliU was of opinion that this rarely happened in 
the case of land, but was by no means uncommon in the case of 
mines.® Obviously, then, rent is not merely the outcome of unequal 
fertility, and the cause must be sought elsewhere. Stuart Mill had 
obviously foreseen this when he said that “ a thing which is limited, 
in quantity is still a monopolised article.” * 

* Principle!, Book II, chap. 16, § 2. 

* Ricardo had already made use of the following argument : “ Suppose that 
the demand is for a million of quarters of com, and that they ore the produce 
of the land actually in cultivation. Now, suppose the fertility of all the land 
to be 60 diminished that the very same lands will yield only 900,000 quarters. 
The demand being for a million of quarters, the price of com would rise, and 
recourse must necessarily be had to land of an inferior quality sooner than if 
the superior land had continued to produce a rnillion of quarters.” {Principles, 
chap. 32, p. 24G.) Towards the end of his life Ricardo seems to have been more 
favourably inclined to a conception of rent somewhat closer akin to J. B. 
Say’s. Compare the enrions quotations given in Fr^zonls, op. cit., p. 21. 

* “ A commodity may no doubt, in some contingencies, jdeld a rent even 
under the most disadvantageous circumstances of its production ; but only 
when it is, for the time, in the condition of those commodities which are abso- 
lutely limited in supply, arid is therefore selling at a scarcity value — ^which 
never is, nor has been, nor can bo a permanent condition of any of the great 
rent-yielding commodities.” {Principles, Book TIT, chap. 6, § 4.) For the 
position with regard to mines see the same chapter, J 3. 

* In this case Stuart Hill seems to compare rent to a monopoly revenue : 

“ A thing which is limited in quantity, even though its possessors do not act in 
concert, is still a monopoh'sed article.” {Ibid,, Book H, chap. 16, § 2.) The 
expression, though adopted by several other writers, is not quite a-ocurate. 
In the case of a monopoly the owners fix the quantity which they will produce 
beforehand with a view to getting a maximum of profit. But this cannot apply to 
landowners. At any rate, if there is any monopoly it must be an incomplete one. 
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But if such be the explanation of rent on land “srhich is the last 
to be put under cultivation, what is the explanation in the ease of 
better lands ? We are not sure that Stuart Mill foresaw this problem. 

This is how he 0x7)10103 ' the emergence of rent on land No. 3 . 
Production having become insufTicient to meet demand, prices go 
up ; but it is only when they have reached a certain level — a level, 
that is to say, sulTiciently high to secure a normal return on the 
capital and labour employed — that these lands will be brought under 
cultivation.^ 

The cause of rent in this ease is obviously the growth of demand 
and not the cultivation of land No. 2, because the cultivation only 
took place when the prices had risen.* Jlorcovcr, the effect of this 
cultivation will be rather to check than to encourage the growth 
of rent by arresting this upward trend of prices through increasing 
the quantity of corn on the market. The rent of land No. 1 i.s 
consequently a scarcity rent svhich results directly from an inercased 
demand and is independent of the quality of the land. The real 
cause of rent on nil lands, whether good or bad. is really the s;inie, 
namely, the insuflicicncy of .supply to meet detnand. 

A similar procc.ss of rca.soning might he np})licd to the otiier 
diirerential rents already mentioned, and the eonclu.'.ion arrived 
at is that rent, whatever form it lake, is not an nnom.aly, but a 
perfectly normal conscqucriec of the general laws of value. Whenever 
any commodity', from whatever cause, acquires scarcity value and 
its price exceeds its cost of production, there results a rent for the 
seller of that product. Such is the general formula, and therein we 
have a law that is quite independent of the law of diminishing 
returns and of the unequal fertility of land.* 

• Stuart Mill, Principle*, Book III, chap. C. | 1. 

• Such was tho argument employed by .1. B. .Say in the course of a contro- 
versy with Ricardo. “It is perfectly obvious th.at if the need'; of roeicly raire 
tho price of com to such a level as to permit of the cultivation of inferior lands 
which yield nothing beyond wage.* for the workmen and profit.* on the capital, 
then that demand on tho p.arl of focioty, coupled with the price which it tr.n 
afford to p-ay for tho com, allows of a profit on tho most fertile or b'ct fituntc-d 
lands.” (Train, Cth edition, p. 410.) Continuing, he remarks : “ David RicAnlo 
in tho samo chapter clearly shows that tho profit from land is not the e.ause but 
tho effect of tho demand for com, and tho rcarons which he ndducra in nrpport 
of this view may bo turned sgainst him to prove tha! other item? in cort of 
prodnetion, notably tho wager, of labour, are not tho canre hut the effect of ll,,^ 
current price of goods.” Ricardo himf el f seemed on the point of being convc ried 
to this view. See p. C54, note 2. 

• Tho theory of cconomio equilibrium enables ms to give a ctill betir r driren- 
stration of tho general nature of this theory of rent. On this j>oir.t we mvy refer 
to Parcto’a Cour* and Sensi'e La Teorxa dtlla Htndita (Rome, lOl'J). 
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But the issue -was not decided at a single stroke. English political 
economy is so thoroughly impregnated "with Ricardian ideas that 
it still adheres to the conception of a differential rent. Continental 
economists, on the other hand, have always regarded it as a more 
or less natural result of the laws of demand and supply. J. B. Say 
had long since made the suggestion that the existence of rent is due 
to the needs of society and the prices which it can afford to pay 
for its com.^ A German economist of the name of Hermann, a 
professor at Slunich, in his original and suggestive work, Siaaisvsiri- 
schaftliche Uniersiichungen, published in 1832, claims that the 
rent of land is simply a species of the income of fixed capital. 
Whereas circulating capital, because of its superior mobility, has 
almost always a uniform rate of interest, fixed capital, which has 
not that mobility and which caimot be increased ^vith the same 
facility, has a revenue which is generallj' greater than that of circu- 
lating capital. This surplus revenue or rent, instead of being a 
mere transitory phenomenon, might easily become permanent 
provided the new fixed capital which enters into competition with it 
has a lesser degree of productivity. Such precisely is the case with 
land." A little later another German of the name of Mangoldt 
defined rent as a scarcitj’ price which does not benefit all the factors 
of production equally, but only those which cannot be readily 
increased in amount. And rent appears in the guise of a differential 
revenue simpty because scarcity is always relative and is frequently 
kept in check by substitutes which generally give a smaller margin 
of profit.^ Schafile, in a work partly devoted to the subject of rent,* 

* Cf. svpra, p, 655, note 2. 

* Hermann, StaatswirUrJiaJlUche UrJkreuchiingen, Part V : Tom Gacinn. 
Even in the preface he declares that the doctrine of the rent of land most be 
regarded as a particnlar instance in the exposition of the law governing the 
returns from fixed capital in general. 

’ Mangoldt, Die Lihrc vom UrJerneXm'T^eirir.n (Leipzig, 1855), pp. 109 d etq. 

* Die naiionaloJxtr.omische Theorit der aussehUensnden AbsaizvsrhdUnitJt 
(Tubingen) — a work in which be attempts a justification of rents in general 
and of the rent of land in particnlar. Rent he regards as the reward ofiered 
to anyone who knows how to utilise either his personal capacity or his capital 
or land in a way that is particnlarly advantageous to society. It supplies 
an allurement that acts as the source of eU progress and of all economic activity, 
a sort of natural right of ownership which society spontaneously confers upon 
those individuals who know how to serve society, and which competition causes 
to disappear at the opportune moment. The rent of land can be justified on 
this ground wherever legislation has not made an abuse of it. This new claim 
on behalf of rent is very inter^ting. and those who regard rent as exclusively 
unearned increment may ponder over this now characteristic of unearned 
iucomea. 
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Theoreticai. Extension of Rent 
published in .1867, insists on the idea. that the soil furnishes rent 
not because it is a gift of nature, but simply because of its imnmbility 
and the impossibility either of removing it or of increasing its quan- 
tity. Finally; Karl Menger, in his Grundsaize der V olhitcirischaffslehre, 
published in 1872^ in outlining the foundations of the modern doctrine 
of value, assimilated the theory of rent to the general theory of 
prices by categorically declaring that “ the products of land as far 
as the nature of their value is concerned afford no exception to the 
general rule, which applies to the'.yalue of the services of a raaehine 
or a tool, of a house or a factory, or any other economic good.” ^ 

The only difference, apparently,- which recent economists recog- 
nise between rents conceived of in this fashion is their greater or 
lesser duration. The rent furnished by a first-class machine will 
disappear very readily because" new machines can be turned out 
to compete with it. But when the rent is due to superior natural 
qualities, whether of land or, of incn, the element of rent will not 
be so easily got rid of. To borrow a phrase of Pareto’s, we may 
say that the rent will be of a more or less permanent character, 
according to the ease with which savings can be transformed into 
capital of a more or less durable kind.* Dr. JIarshall sums up his 
subtle analysis of the problem under consideration as follows : “ In 
passing from the free gifts of nature through the more permanent 
improvements in the soil, to less permanent improvements, to form 
and factory buildings, to steam-engines, etc., and finally to the less 
durable and less slowly made implements we find a continuous series 
[of rents].” * 

» P. 148. 

* “ Tho Bum paid for the ubo of load differs in no material respect from the 
Bum paid for tho uso of other kinds of capital — a machine, for example. Although 
the land or the machine has to bo returned to its rightful owner in tho Eamo 
condition as it wob received, one ought to pay Bomething just because such 
capitals are economically scarce ; in other words, tho amount existing at any 
one time or place is not greater than tho demand. What differentiates land 
from machinery is that savings might easily bo employed in turning out now 
machinery, but cannot very well increaEc tho quantity of land in existence, or 
at any rate cannot transform existing soils in a manner that is profitable.” 
(Pareto, Cours d'Scojiomit poU'tiqve, vol. ii, § 769.) Marshall makes uso of 
analogous terms : “ If the supply of ony factor of production is limitc-d, and 
incapable of much inoreaeo by man’s effort in any given period of time, then tho 
income to bo derived from it is to bo regarded as of tho nature of rent rather 
than profits in inquiries as to tho action of economic causes during that period ; 
although for longer periods it may rightly bo regarded as profits 'which nro 
required to cover part of tho expenses of production and which thoreforo directly 
enter into those expenses.” {Principla, let cd.. Book VI, chap. 3, § 1.) 

* Ibid., Book VI, chap. 3, { 7, 
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The series, vre might add, may he extended to a point at which 
rent becomes negative, i.e. until the conditions of demand and 
supply jjecome such that the factor of production which previously 
yielded a supplementary revenue no longer gives even the normal 
rate of remuneratioru Thunen had suggested the possibility of a 
negative rent, and the idea has been further developed by Pareto. 

These modem writers se^ to regard rent simply as a result 
of the ordinary operation of the laws of supply and demand. The 
concept rent has been generalised so that it can no longer be regarded 
as a curiosity or an anomaly- The law of diminishing returns 
loses much of its economic importance, and even the Ricardian theory 
which is based upon it seems imperilled. After the numerous 
polemics to which it has given rise, it seems as if this theory, along 
with the Classical theory of value, were about to be relegated to the 
class of doctrines in which the historian is stiU interested but which 
are apparently' of little practical value,*^ 


n ; UNEARNED INCRE3IENT AND THE PROPOSAL TO 
CONFISCATE RENT BY ilEANS OF TAXATION 
It does not appear that Ricardo fully realised the damaging conse- 
quences which would ensue if the doctrine of rent ever happened 
to be made the basis of an attack upon the institution of private 
property. He was quite satisfied with the inference which he had 

1 Did space permit, this vroald be the place to refer to the latest glori- 
fication' of the doctrine of rent, which is to be fonnd in Clarfc '0 Distribuiion 
of WcsiUh, published in 1899. In that work, upon the strength of which 
the author enjojs a well -deserved reputation, revenues of various kinds are 
successively treated as rents. Imagine s filed amount of capital applied 
along with successive doses of labour : each new dose of labour will produce 
less than the preceding one, while the production of the last dose regnlatcs 
the remuneration of all the rest. Bnt the product of the preceding dcfses is 
greater than that of the last, and a surplus value will be produced which will 
represent the product of capital and which will be exactly analogous to rent. 
Or suppose, on tbs other hand, that the quantity of labour is fixed and applied 
along with successive doses of capital ; the productivity of the latter will in 
this case go on decreasing, and since the revenue of each dose will be propor- 
tionate to its productivity, any surplus left over will bsT)f the nature of rent 
due to labour. There are other ingenious discussions which cannot be referred 
to in a note of this kind. But in our opinion the theory of economic equilibrium 
affords a simpler explanation of distribution, and the Mnd of optimism to wbicb 
Clark’s theory gives rise seems hardly justified. His attempt to combine the 
idea of marginal productivity with the law of diminishing returns is a further 
proof of the persistent inSnence exerted by Eicardian ideas upon English- 
speaking economists. 
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drawTi from it in support of tlie free importation of com, and did 
not feel called upon to defend the rent of land any more than the 
interest of capital, both of which seemed inseparable from a concep- 
tion of private property. 

Other writers proved more exacting. Despite the numerous 
exceptions met with in actual life, the feeling that all forms of 
revenue ought to be justified by some kind of personal effort on the 
part of the beneficiary is fairly deeply rooted in our moral nature. 
But according to the Ricardian theory the rent of land is a kind of 
income got without corresponding toU — a reward without merit, 
and as such it is unjust. Such seems to be the logical conclusion of 
the Ricardian thesis. 

The conclusion thus established is further confirmed by the 
natmral feeling that not only is rent unjust, but the whole institution 
of private property as well. This feeling is one which all of us 
share (except those fortunate individuals who happen to be land- 
lords, perhaps !), and is, of course, much older than any doctrine 
of rent. Jlovable property is generally the personal creation of 
man, the result of the toil or the product of the savings, if not of the 
present possessor, at least of a former one. But land is a gift of 
nature, a bountiful creation of Providence placed at Jthe disposal 
of everyone without distinction of wealth or of station. Proudhon’s 
celebrated dictum is known to most people : “ Who made the land ? 
God. Get thee hence, then, proprietor.” ^ That line _of argument 
is really very old, and Ricardo unwittingly gave it new strength. 

The idea of a natural right to the land and of a common interest 
in it is the instinctive possession of every nation. But in England 
the feeling seems more general than elsewhere, because, possibly, of 
the number of large proprietors and of the serious abuses to which 
the system has given rise. It seems rooted in the legal traditions 
of the nations. ” No absolute ownership of land,” writes Sir 
Frederick Pollock, “is recognised by our law-books except in the 
Crown. All lands are supposed to be held, immediately or mediately, 
of the Crown, though no rent or services may be payable, and no 
■grant from the Crown on record.” * Even as far back as the 
seventeenth century, Locke, in his work On Civil Government, had 
ventured to declare that God had given the land ns common 
property to the cliildren of men. 

As one approaches the end of the eighteenth century the demands 
that all lands imlawfully taken from the public should be again 

* Proudhon, Qu'ui-et gut la Proprilti, p, 74. 

Pollock, The Land ljatct,p, 12. 
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restored to it become much more frequent. Sometimes the demand 
is put forrrard by otherwise obscure writere, but occasionally it 
finds support in distinguished and influential quarters. In 1775 
a Newcastle schoolmaster of the name of Thomas Spence, in the 
course of a lecture given before the Philosophical Society of that 
town, proposed that the parishes should again seize hold of the land 
within their own area. Thereupon he was obliged to flee to London, 
where he carried on an active propaganda in support of these ideas, 
achieving a certain measure of success. In 1781 a distinguished 
professor of the University of Aberdeen of the name of Ogiivie pub* 
lished an anonymous essay on the rights of landed proprietorship, 
wherein confiscation was proposed by taxing the whole of the value 
of the soil which was not due to improvements effected bj* pro- 
prietors. But little notice was taken of his suggestions, despite the 
fact that they had won the approval of Reid the philosopher. Tom 
Paine, in a pamphlet published in 1797, gave expression to similar 
ideas, ^ and the same views were put forward in a book published in 
1850 by a certain Patrick Edward Dove.* The following year 
Herbert Spencer, in his book Social Statics, claimed that the State in 
taking back the land would be “ acting in the interests of the highest 
type of civilisation ” and in perfect conformity with the moral law. 
It is true that in a subsequent work he took pains to point out that 
all that can be claimed for the community is the surface of the 
country in its original unsubdued state. “ To all that value given to 
it by clearing, making up, prolonged culture, fencing, draining, 
making roads, farm buildings, etc., constituting nearly all its value, 
the community has no claim.” ® But despite this reservation the 
justice of the general principle is clearly recognised by him. 

Other communities besides England have put forwa’-d a similar 
demand. Not to mention the claims made by socialists like 
Proudhon and the Belgian Baron Colins, and Christian Socialists 
like Franfois Huet, we find that a similar method of procedure is' 
advocated by philosophers like Renouvier, Fouillee, and Secretan. 
Some of them even go the length of claiming compensation for the 
loss which this usurpation has involved to the present generation. 

Thus, a conception that was already ancient even when the 

* A’jrarian Jutiicc oppoiod to Agrarian Law and Agrarian Monopoly. 

* Tkt Theory of Human Progression and Natural Probability of a Reign of 
Justice, For farther infonnstion, concerning Spence, Ogiivie, Dove, Paine, etc., 
see Escarra’s Natior.ali!ation du Sol d Socialisme (Paris, 1904). We have drawn 
upon his book for the views here pnt forward, the works of these writers not 
being errily accessible. 
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law of rent was first formulated proclaimed the inalienable right 
of man to the soil and demanded the re-establishment of that right. 
We shall hear an echo of that ancient belief in all the adv'ocatcs of 
land nationalisation, in Stuart Mill, Wallace, Henry George, and 
Walras ; ^ and this is one of the many links that bind them to those 
earlier -writers. Gossen is a solitary exception. 

But a simple pronouncement on the illegality of property docs 
not take us very far. Appropriation of public property for private 
purposes is undoubtedly a great injustice, but the transaction is 
so old that retribution would serve little useful purpose, and the 
authors, were they still alive, would be safeh' ensconced behind 
their prescriptive rights. Moreover, most of the present proprietors, 
possibly all of them, cannot be accused of violent theft. They have 
acquired their land in a perfectly regular fashion, gi-ving of their toil 
or their savings in exchange for it. To them it is merely an insfm- " 
ment of production, and their possession of it as legally justifiable ' 
as the o-wnership of a machine or any other form of capital. To 
take it away from them without some indemnity would not be to 
repair the old injustice, but to create a new one. Hence if is that 
the doctrine of the right of the community to the land had little 
more than philosophic interest until such time as it begot a new 
theory — the theory of rent. 

What the Ricardian theory really proves is the accumulative 
nature of the benefits accruing from the possession of land. This 
spontaneous, automatic character of rent makes it unique : to no 
other form of revenue docs it belong. The extension of cultivation, 
the increase of population, the gro-wing demand for commodities, 
means an indefinite progression in the value of land. The interest, 
initiative, and intelligence of the proprietor arc of no account. 
Everything depends upon the development of the social environ- 
ment. This value which is created ^by the community should also 
belong to it. Just as the landed proprietors in times past filched 

‘ " The land is the original heritage of the -whole human race,” Baj-a Jlill 
in hia Disserialiont and Dticiussions. In the Prinexphs, Book IT, chap. 2, S .'5, 
he expresses hia -rie-ws thus; "The essential principle of property being to 
BSEuro to all persons -what they have produced by their labour and accumulated 
by their abstinence, this principle cannot apply to what is not the produce, of 
labour, the raw material of the earth.” TValras, in his Thlont it Va PrrrpHHL, 
in the Eludes d’Ecanomie tociale, p. 218, says that tile land by a land of natural 
right is the property of the State. Henry George, in Progrtts and Poverty, 
Book Vil, chap. 1, maintains that “ the equal right of all men to the ubo of the 
land is os clear as their equal right to breathe the air — it in a right proclaimed by 
the fact of fhoir oxiafcncc.” 
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the land, so they to-day absorb this income. But why allow this 
injustice to continue ? 

“ Suppose,” says Stuart Slill, “ that there is a kind of income 
which constantly tends to increase without any exertion or sacrifice 
on the part of the owners, these owners constituting a class in the 
community whom the natural course of things progressively enriches 
consistently with complete passiveness on their own part. In such 
a case it would be no violation of the principles on which private 
property is founded if the State should appropriate this increase of 
wealth, or part of it, as it arises. This would not properly be taking 
anj'thing from anybody ; it would merely be applying an accession 
of wealth created by circumstances to the benefit of society, instead 
of allowing it to become an unearned appendage to the riches of a 
particular class. Now this is actually the case "with rent.” ^ The 
argument seems quite decisive. At any rate, Ricardo’s book was 
hardly out of the press before the demand for confiscation was 
renewed. - 

His friend James Slill, writing in 1821, claimed that the State 
could legitimately appropriate to itself not only the present rent of 
land, but also all future increments of the same, with a view to 
compensating for public expenditure.® The Saint-Simom’ans, a 
little later, expressed a similar view.® But it was James Mill’s 
son, John' Stuart Mill, who showed the wannest attachment to 
this idea. The Principles contains a general outline of his reform 
plan, which took a still more definite shape in the programme of 
the Land Tenure Reform Association, founded in 1870, and in 
the discussions and explanations which accompanied it.* 

The following are the essential points : (1) The State will only 
appropriate for its own use the future rents of land ; that is, the 
rents paid after the proposed reform has been accomplished. (2) A 
practical beginning will be made by valuing the whole of the land, 
and a periodical revaluation will be made with a view to determining 
the increase in its value, and whether such increase is or is not the 
result of communal actmty. A general tax would “transfer this 

® Principles, Booh V, chap. 2, § 5. 

* “ This contiDGal incTc-.a£o arising from the circrUEstanceE of the community 
and from nothing in which the landhoIderE themsclvee have any peculiar Ehare, 
does Ecem a fund no less peculiarly fitted for appropriation to the pnrposco of 
the State than the whole of the rent in a country where land has never been 
appropriated.” [Eltmcr^is of Polilical Ecorjmy, chap. 4, § 5.) 

* Cf. fipra, chapter on Saint-Simon. 

.* Principles, Booh T, chap. 2, § 6. Cf. eIeo chap. 3, §§ 2 and 6. For the 
programme of the League £ee DisserUdion* and Biscussient, vol. iv.* 
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benefit to the State.* (3) Should any proprietor consider himself 
unfairly treated the State would give him the option of paying the 
new tax or of buying back the property at the price obtainable for 
it had he determined to sell just when the reform was being 
brought in. 

Mill was opposed to immediate nationalisation. Not that he 
thought it unjust]; on the contrary, he was fully convinced of its 
equity. But our experience of State administration and of the work 
of municipal bodies did not seem to him to warrant any great faith 
in the utility of any such measure. He was afraid that “ many 
years would elapse before the revenue realised for the State would 
be sufficient to pay the indemnity which would be justly claimed by 
the dispossessed proprietors.” * 

Nor did he attempt to disguise the fact that the financial results 
would in his opinion be somewhat insignificant and the scope of the 
reform naturally somewhat limited. A few years only were to 
elapse before another writer proposed a much more radical measure 
which was to effect a veritable social revolution. It was a project 
to abolish poverty and to secure distributive justice that Henry 
George now launched on the strength of his belief in the doctrine of 
rent, 

Henry George (1889-1897) was not a professional economist. 
He was a self-made, self-taught man who followed a variety of 
occupations before he finally blossomed forth as a publicist. At 
the age of sixteen he went to sea, and led a roving life until 18C1, 
when he" settled down at San Francisco as a compositor, finally 
becoming editor of a daily paper in that city. He witnessed the 
rapid expansion of San Francisco and the development of the 
surrounding districts as the result of the great influx of gold-diggers. 
He also saw something of the agricultimal exploitation of the western 
States. The enormous increase in the value of land and the fever 
of speculation which resulted from this naturally left a lasting 
impression upon him. Progress and Poverty (1879), the book which 
established his fame, is wholly inspired by these ideas.* 

* Mill thonght it impossible to distinguish in individual caecB bclveen tbs 
surplus value which is duo to general circumslnnccs and the surplus that rrsull* 
from tho expenditure undertaken by the proprietor. Hence his conclusion Ihnt 
a general tax was the most equitable method of procedure with a view to ctTccting 
confiscation. 

* Dhtcrialiont and Pistueiiont, vol. iv, p. 2DC. 

•'Progruis and Poverty was not his first effort, however. In 1871 Our Xor.d 
and Land Policy had appeared, and in 1874 The Zand Question. Later still he 
published Protection or Free Trade (1886), in which he pufa forward o strong 
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The book aroused the greatest enthusiasm. It has all the liveli- 
ness of journalism and the eloquence of orator 5 % but has neither the 
precision nor the finality of a work of science. Its economic heresies, 
though obvious enough, detracted nothing from its powerful appeal, 
and the wonderful setting in which the whole problem of poverty 
was placed has not been without its effect even upon economists 
nor is the powerful agitation to which the book gave rise by any 
means extinct. 

It seemed to Henry George that landed proprietors, in virtue 
of the monopoly ‘which they possess, absorb not merely a part but 
almost the whole of the benefits which accrue from the increase of 
population .and the perfection of machinerj'. The progress of 
civilisation seems helpless to narrow the breach separating the rich 
from the poor. While rents go up interest goes down and wages 
fall to a minimum. Every country presents the same phenomena — 
extreme poverty at one end of the scale accompanied by extravagant 
luxury at the other. 

Is this unhappy result a kind of hybrid begotten of the Mal- 
thusian law and the law of diminishing returns ? Slust we, after all, 
agree with Malthus, Ricardo, and Mill when they say that the cause 
is to be sought in the increase of population outrunning the means 
of subsistence ? Henry' George thinks not, for experience cvetynThere 
seems to show that the rich are growing in numbers much more 
rapidlj' than the growth of population warrants, and that orgam’sa- 
tion is really performing wonderful feats under very difficult con- 
ditions.* 

Is it caused by the exploitation of labour by capital, as the 
socialists seem to think ? George apparently thinks not, for the 
two factors, capital and labour, seem to him so intimately con- 
nected that both of them are easily exploited by the landowners. 
Every man, he thinks, could devote his energies either to the pro- 
duction of capital or to suppMog labour — capital and labour being 
merely different manifestations of the same force, human effort. 
The benefits resulting from the formation of capital on the one 

case for Free Trade, and in 1S91 An Open Letter to Pope Leo XIII on the con- 
dition of the workers. 

1 Clark in his Dulribulion of Wealth states that the method by which he 
tries to determine the exact productivity of each factor of production is one 
.that he borrowed from Henry George. 

* “ Twenty men working together will, where nature is niggardly, produce 
more than twenty times the wealth that one man can produce where nature 
is most bountiful.” Cf. also the whole of Book II, which is a disproof of the 
Llalthurian theory. 
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hand and from the exercise of labour on the other tend to be equal, 
and any inequality is immediately counteracted by a larger produc- 
tion of one or other of these two factors, with the result that equili- 
brium is soon re-established. The rate of interest and the rate of 
wages can never vary inversely.* 

But if we can neither accuse over-population nor lay the blame 
at the door of exploitation, how are we to account for the fact that 
the labourer is sEill so miserably paid ? It is entirely, he thinks, the 
result of rent. Hitherto exceedingly severe in his handling of 
some Ricardian theories, George has no hesitation in pushing the 
doctrine of rent to its extreme limits. 

He points out that owing to the e.xistence of competition between 
capital and labour the rates of interest and wages are determined 
by the yield of that capital and labour when applied to land on 
the margin of, cultivation — that is, to land that yields no surplus 
or rent. And in virtue of the natural monopoly which landowners 
possess they can exact for the use of other lands any amount they 
like beyond this minimum. The result is that rent goes on gradually 
increasing as the limits of cultivation extend. As population 
grows and needs become more extensive and varied, as technical 
processes become more perfect and labour becomes less and less 
necessary, new lands are brought under cultivation, such laiuls 
being generally of an inferior character. The result is that the 
lands which were prewously cultivated Avill always yield a rent 
to the proprietor. Thus the progress of civilisation, whatever 
form it take, always tends to the same result — a higher rent for the 
benefit of the landed proprietor.* 

> “ Labour and capital are but different forms of (ho eamo thing — human 
exertion. Capital is produced by labour ; it is, in fact, but labour impreased 
upon matter. . . . The use of capital in production is, therefore, but a mode 
of labour. , . . Hence the principle that, under circumstances which permit free 
competition, operates to bring wages to a common standard and profits to a 
substantial equality — the principle that men will seek to gratify their dadrea 
with the least exertion — operates to establish and maintain this equilibrium 
between wages and interest. . . . And this relation fixed, it is evident that 
interest and wages must rise and fall together, and that interest cannot bo 
increased without increasing wages, nor wages be lowered vrithont depressing 
interest.” {Progress and Poverty, Book III, chap. 6.) It is hardly necessary 
to point out how very much simplified this doctrine concerning the relation 
between wages and interest really is. 

’ A risumi of this theory of distribution, whoso very simplicity must make 
it Buspeot, may bo found in Book V, chap. 2 ; “ In every direction, the direct 
tendency of advancing civilisation is to increase the power of human labour 
to satisfy human desires — to oitirp.'itc poverty and to banish want find the 
fear of want. . , . But labour cannot reap the benefits which advancing 
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“ Here is a little \’illage ; in ten years it will be a great city- 
in ten years the railroad ■will have taken the place of the stage- 
coach, the electric light' of the candle ; it wli abound with all the 
machinery and improvements that so enormously multiply the elec- 
tive power of laboiir. Will, in ten years, interest be any higher? ” 
He mil tell you “ No ! ” “ Will the wages of common labour be 
anj" higher ? ” He will tell you “ No I ” “ What, then, will be 
higher ? ” “ Rent : the value of land. Go, get yourself a piece of 

ground, and hold possession. . . . You may sit down and smoke 
your pipe ; you may lie around like the Ictzzaroni of Naples or the 
lepers of Jlexico ; you may go up in a balloon or down a hole in 
the ground ; and without doing o le stroke of work, without adding 
one iota to the wealth of the community, in ten years you will 
be rich 1 In the new city you may have a luxurious mansion ; 
but among its public briildings mil be an almshouse.” ^ 

Accordingly Henry George regards rent not so much as a species 
of revenue which, as Stuart Mill saw, is particularly easy to absorb 
by means of taxation, but as the very source of all evil. Once 
get rid of rent, poverty v>ill be banished, inequality of wealth will 
be removed, and economic crises — ^which George thought were 
the result of speculation in land — ^will no longer disturb the serenity 
of commercial life. ^But it is hardly' enough to aim at the future 

civilisation thus brings, because they are intercepted. Land being necessary to 
labour, and being reduced to private ownership, every increase in the productive 
power ol labour but increases tent — ^tho price that labour must pay. for tho 
opportunity to utilise its power ; and thus all the advantages gained fay the 
march of progress go to the owners of land, and wages do not increase.” 
George, however, does not claim that real wages have fallen because technical 
improvements enable production to be carried on where it- was formerly impos- 
sible, At most this will only enable capital and labour to preserve their old 
scale of remuneration ; it will not give them any share in the progress that 
has been made, so that, relatively speaking, it is true to say that wages and 
interest have both fallen in comparison with renL “ When I say that wages 
fall as rent rises, I do not mean that the quantity of wealth obtained by labourers 
as wages is necessarily less, but that tho proportion which it bears to the whole 
produce is necessarily less. Tho proportion mp.y dinunish while the quantity 
remains the same, or even increases.” (Book VL chap. 6. Cf. also Book IV, 
chap. 3.) George, like Ricardo and a good many socialists, confuses two different 
..problems, namely, the price of productive Bcrviccs and the proportional dis- 
tribution of the product between the different agents of production (Book V). 
Ho adds, however, that scientific discovery, by pushing the margin of culti- 
vation back to that point where the law of diminishing returns is inore than 
conntcrbalanced by increased productive efficiency, may even sometimes redufe 
the worker’s real wages, and so impair his position not only relatively, but also 
absolutely. (Book IV, chap. 4.) 

* Ibid., Book V, chap. 2, 
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increments of rent, for the damning consequences of privilege v/^ould 
still remain if lando^vners were allowed to retain even their present 
rents. The whole abomination must be taxed out of existence.* 
Such ,a tax would yield sufficient to defray all State expenditure, 
and other forms of taxation could then be dispensed with. In the 
single tax advocated by Henry George we have a curious revival of . 
the Physiocrats’ impot unique. 

George’s system is open to serious criticism both from the 
economic and from the ethical standpoint. From the economic 
point of view it is obvious that the right of private property does 
confer upon the proprietor the right to such benefit as may accrue 
from a possible surplus value, but it is not at all clear — nor has 
George succeeded in proving it — that such a right absorbs the tviiole 
benefit which accrues from social progress. Besides, it seems rather 
childish to think that rent is the sole cause of poverty and that its 
confiscation would result in the removal of the evils of poverty. 

From the point of view of equity it seems clear that George in 
removing one injustice is at the same time creating another. To rob 
the present proprietors of the rents which they draw is simply to 
deprive them of advantages wliich many of them have acquired 
either by means of labour or economy. Land is no longer acquired 
merely by occupation : the usual way of getting hold of it to-day 
is to buy it. And if we consider that such a transaction is just, 
we are bound to recognise the legitimacy of rent just as much as 
the interest of capital. Confiscation might be justified in the case 
of those who first unla'wfully occupied the land. But how many 
of them are left now 7 

Further, if we are going to relieve the lando^vner of the rent 
which results from the progress of civilisation, we ought to indemnify 
him for any “ decrement ” wliich may have resulted through no 
error of his. Stuart Mill anticipated this objection * and gave the 
dissatisfied proprietor the option of selling his land at a price equal 
to its market value at the time when the reform was inaugurated.® 

• That portion of their revenue which rcprcjcnted the capita! sunk in (he 
land would still be the properly of the landowners. 

• Jlill points out that the answer to this objection is that the right of selling 
the land at a price winch depends upon two contrary conditions (gain or Io?3) 
establishes a kind of equilibrium. The Slate would not lose anything by this, 
for a fall in value in one place, unle.'a it bo accompanied by a genera! want of 
prosperity, implies a corresponding increase somewhere eke, of which the State 
vill get the benefit. [Disieriaiione and Di-cu-t^ions, vol. iv.) 

• SI. Einaudi, however, in his orcelJent Sludi swjU ejfdli dtlJe impostf, p. 125 
(Turin, 1902), remarks that this principle of indemnifying losses leads directly 
to a State guarantee of values — the expediency of which is at least problcmttia 
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Henry George apparently never faced this aspect of the queslion. 
He thought that “ decrement ” would be very exceptional indeed, 
and that the persistence of increment values is as thoroughly estab- 
lished as any law in the phj'sical world ever was. 

system, though much more moderate than George’s, is 
-by no means beyond reproach. The common element in both 
systems — i.e. the emphasis laid, upon unearned increments — has 
been- criticised both by socialists an'd economists. 

The socialists point out that if the object is to get rid of unearned 
incomes the interest of capital as well as the rent of land ought to 
be confiscated. • While agreeing with the object, they claim that 
they are more-.,logical in demanding the extinction of both kinds. 
But this criticism is not quite a complete answer to Jlill and his 
supporters, for the latter regarded interest as the legitimate remu- 
neration, if not of the labour, at least of the abstinence of the capi- 
talist. Interest is the remuneration of sacrifice.^ But the socialists 
are not con%dnced. They cannot see how the negative effort of the 
capitalist is to be compared with the positive effort of the labourer, 
aud they have not been sparing in their denunciation of Jlill and 
his followers. 

The economists adopt a different line of criticism. The argument 
is that the rent of land is illegal because the progress of society has 
contributed more to it than the work of the proprietor. But is 
there any kind of revenue which is altogether free from such criti- 
cism 1 Every kind of revenue contains some elements that are 
essentially social in character ; that is, elements that depend entirely 
upon the demands of society. The growth of social demand often 
brings to capital as well as to land, to labour as well as to capital, 
quite miexpected and occasionally extravagant incomes. Has not 
political economy in the course of its development been forced 
to recognise the existence of a whole series of rents differing from 
the rent of land merely in respect of their shorter duration ? Was 

He makes the f urtber observatioa that the compensatioa would often be paid 
to a person other than the one who paid the tax when it was levied — the property 
in the meantime having changed hands. 

* For the distinction between the legality of movable and immovable property 
eee Mill, Principles. Book II, chap. 2, § i, and Henry George, Progress and Povaiy, 

• Book VII, chap. 1. “The institution of private property,” Bays ilill in the 
above passage, when limited to its essential elements, consists in the recognition, 
in each person, oi a right to the exclusive disposal of what he or she hare pro- 
duced by ifaeir own efiorts, or received either by gift or by fair agreement without 
force or fraud from those who produced it.” Such a deSnition at least impliej 
that landed property is illegal. A bouse is distinguished from tbs land upon 
which it is built ; whereas the former is legally held the latter is not. 
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the fortune of the celebrated hunchback of Quincampoix Street, 
who Ii%'ed in the glorious days of Law’s system, in any way different 
from the fortrme of the Duke of Westminster, who owns large areas 
of the dty of London ? Or is the surplus value conferred upon old 
capital by a mere fall in the rate of interest in any respect different 
from the surplus value acquired by land under the pressure of 
grorving population ? The most striking, thing, apparently, about 
unearned increment is its ubiquity. Society, presumably, does 
not distribute its revenues in the way a schoolmaster rewards the 
most painstaking or the most meritorious pupil. It puts a premium 
upon the services that are rarest, but never inquires whether they 
involved any greater amount of sacrifice. Such premiums simply 
denote the intensity of its own demands. What right have we 
to isolate one of these and demand that it and it alone shall be 
confiscated ? 

Stuart Mill has given the only reply that is possible by showing 
that none of the other rents has either the persistence or the gene- 
rality of the rent of land.* That reply seems clear enough to justify 
at least a partial application of the systems of Henry George and 
Stuart .Mill. 

About the year 1880 several leagues, were founded in England, 
America, and Australia ■with a view to propagating what George’s 
followers call his “ sublime truths.” During the last few years 
they have not been nearly so active, although several attempts have 
since been made, especially by municipalities, to tax surplus values.* 
Even as far back as 1807 a law was passed in France requiring 
riparian owners to pay compensation in cases where their estates 
bordered upon public works which in- any way contributed to the 
greater value of the property. But the law is very seldom enforced.’ 

* Mill, JJtsserlalwrui and Discussiojif, vol. iv, p. 20S. 

* Especially in England, where various schemes have been propounded and 
investigated by Royal Commissions in the course of the last ten years. Such 
Echomes arc discuEsed in a very thorough fashion in Einaudi’s book already 
mentioned, and in on article entitled Recent Schemes for Rating Jjrhar. Land 
Values contributed by Edgeworth to the Eeonomie Journal in 1006. 

* Article 30 of the Act of September 16, 1S07, runs os follows : “ 1/ os the 
result of tho improvements already mentioned in tlu's Act — through the making 
of new roads or tho laying out of new squares, through the construction of quays 
or other public works— any private property acquires a notable incrcare in 
value, such property shall be made to pay an indemnity which may bo equal to 
half the value of the advantage which has thus accrued to it," The principle was 
rarely applied, however. M. Bcrthelemy {Traill lUrnerJaire de Droit cdmir.u>. 
fralif, 1908, p. 624) states that ho can only find twenty occasions on v iJch the 
law was brought into operation in the whole course of tho ninofeenf b century. 

E.D, T 
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In London the principle was recognised as far back as the seven- 
teenth cenlur 3 % but has long ance fallen into desuetude.* The 
idea is again gaining ground verj^ rapidl.r, in England and Germany 
specially. Numerous projects have been launched with a view to 
taxing the siirplus value of urban lands not used for building pur- 
poses, and some of the schemes have been fairly successful. The 
adoption of this principle was one of the more prominent features 
of the famous English Budget of 1909, which rorised so much oppo- 
sition and brought the long constitutional struggle between the 
Liberal Government and the House of Lords to a head. The econo- 
mists are still divided on the question. The imposition of a Werih- 
zuxrachssicucr by cerfein German municipah'ties led to a fresh dis- 
cussion of the topic in a number of reviews and polemical works, 
but the principle stands enshrined in the German Imperial Act of 
1911., 

These ideas have never obtained the same hold in France, where 
property’' is subdivided to a much greater extent than it is in England, 
and where rent is accordingly distributed among a greater number 
of cultivators and naturally raises less opposition. In addition to 
this, the slow gro'v\i;h of the population in France makes the problem 
less acute than it is in Germany, where the workers find that an 
increasing proportion of wages is absorbed in the pajment of rent. 
But the question will demand attention sooner or later, and France, 
like other countries, will have to look for an ans%ver. 


Ill ; SYSTE3IS OF LAND NATIONALISATION 
Tue “ land-nationaUsers,” whose schemes now come under con- 
sideration, not content with the taxation of a part of the revenue 
of the land, demand that the whole of it should again become the 
property of the State. 

Apparently a much more thoroughgoing suggestion than any 
of the preceding ones, especially Hill’s, in reality it is a much simpler 
system that is proposed- The advocates of land nationalisation 
think, with Jlill, that the surplus value of the land should be resen'cd 
for the State, and, like him, thev have great faith in the persistence 

' Professor Seb'gman a in Taxaiion, 5th ed., p. 341) quotes an English 
law of 1672 relating to the widening of certain etreoffi in Wcstmiie^tcr in wliich 
the principle is neatly stated. But when it was proposed to apply it to certain 
pnhlic works undertaken in London in 1S90 it was energetically opposed. It 
was admitted afreeh in the Tower Bridge Act of 1895. A similar system is 
frequently adopted in America under the name of “special asaeesment" or 
“ betterment-” 
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and continuity of this surplus value. They also agree vrith him 
when he puts forward the claim of society to the possession of the 
soil, but they never suggest tiiat it should be taken from its present 
owners. They reject the distinction between earned and unearned 
income and consider that they arc both equally legitimate. But, 
unlike Mill, they never feel that they can say to the landed pro- 
prietor, “ Thus far and no farther.” Appropriation is advocated 
simply on the ground of its public utility, and care is taken to hedge 
it round with all kinds of guarantees. Proprietors are to be 
indemmfied not merely for the loss of income it would immediately 
involve, but also for the loss of any future revenue upon which they 
had reckoned. Could anything be simpler or more reasmiable ? 

The practical interest of a system of this kind obviously cannot 
be very great. Such a fundamental change in the institution of 
private property, especially in old countries, could only be accom- 
plished by means of a revolution. Revolutions arc to be undertaken 
in no light-hearted fashion, and never vrithout the sanction of absolute 
necessity. Curiously enough, all the changes made in France, for 
example, since the Revolution, in Russia since the emancipation of 
the serfs, and in Ireland dtuing the last hundred years have 
been in the opposite direction. They have extended rather than 
contracted the area of private property. Russia at the present 
moment is engaged in this very task. The prospects of nationalisa- 
tion arc certainly not veiy rosy. New countries may perhaps prove 
more favourable groimds for experiment ; there the State may 
possibly show itself more jealous of its rights. But as a matter of 
fact it is just in those countries that the State is most reckless, 
the reason undoubtedly being that the abuses of private property 
have not yet had time to make their influence felt. 

The extremely hypothetical character of the schemes now under 
consideration relieves us of the necessity of examining their organisa- 
tion in any detail, although this question of the minutia: is apparently 
one that strongly appeals to the creative instinct of these Utopians. 

Of greater interest are the grounds on which they base their 
demand and the economic processes by means of which they hope 
to accomplish their aims. From this point of ^^ew the most interest- 
ing systems are those of Gossen and Walras, Gossen’s scheme is 
expounded in a curious volume entitled Enlxcickelung der Geseize 
des mtnschlidien Ferhehrs, and Walras’s is developed in a memo- 
randum addressed by the author to the Vaudoise Society of Natural 
Sciences in 1880. Both works contain ideas from which the 
economist may learn a good deal, and both writers claim that the 
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successful adoption of their schemes would enable the State to make 
an offer of free land to all citizens. 

(c) Gossen’s book appeared in 1853.^ It is a curious coincidence 
that the French Bastiat, the American Carey, and the German 
Gossen should all be engaged in developing an optimistic thesis 
just about the same time. ' Of the three, Gossen’s was the most opti- 
mistic and by far the most scientific. He concurred in the judgment 
of the Physiocrats, who believed that the world was pro\ndentialIy 
subjected to the action of beneficent laws which men must know 
and obey if they are ever to become happy. Such, he thought, are 
the laws of enjoyment, or of utility or ophelimity, as we call them 
to-day. A person who merely follows his own interests finds that 
unconsciously, perhaps, he has been contributing to the happiness of 
the whole of society. Gossen gives a remarkably clear proof of the 
theory of maximum ophelimity, based upon a veiy^ ingenious analysis 
of wants. According to this theory, every individual who pursues 
the satisfaction of his own desires imder a regime of free competition 
helps in the realisation of the maximxim satisfaction by everybody 
concerned. 

If it be true that each individual in pursuit of personal enjoy- 
ment unwittingly contributes to the well-being of the whole com- 
munity, it is clear that everyone ought to be given the utmost 
possible freedom in the pursuit of his interests. But there are 
two great obstacles in the way of this. The first of these is want of 
capital, which Gossen thought could be obviated by creating a huge 
Govermnent bank which would lend capital whenever required. 
The mechanism of the bank is described in considerable detail. 
The second obstacle is the existence of private property in land. 
If man is to develop all his faculties arid to use them to their 
utmost extent in the production of wealth, he must be allowed to 
choose his work freely and to carry it on under the most advan- 
tageous circumstances possible. But private property hinders 
free choice. “ Thanks to this one fact,” says Gossen, “ the obstinacy 
of a single proprietor often hinders the best development of the 
land which belongs to him and prevents its utilisation in the fasliion 

‘ No notice whatever was taken of it then, and even in the second edition 
of the great HarAtc^jrl^huch dor Siaalswieeenscha^ttn, published in 1900, no men- 
tion is made of Gossen's name, although the third edition of that work ha-s made 
ample reparation. The book was reprinted in 1SS9. On the relation between 
the ideas of Gossen and those of Jovons and Walras see Walras’s interesting 
article, Vn Eeonymisie irxonnu, Hermann Herj-i Gotsen, published in the Journai 
des Economieies in 18S.5 and reproduced in his Eludes d'Economie socials, pp. 351 
d ttq. 
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that would best meet the needs of production. The necessity for the 
compulsory purchase of land for industrial purposes, for the malcing of 
roads, railways, or for developing mines, affords an indication of the 
unsatisfactory condition of landholding as it exists at present.” * 

It is obviously necessary that the community’s right to the soil 
should again be restored, to it, so that everyone might be free to 
demand and to obtain the use of as much of it as he required. Every 
industry could then choose that locality which seemed best fitted 
for it. The right of using the land might be disposed of by public 
auction and given to the bidder who offered the highest rent. There 
would thus be a kind of guarantee that the organisation of produc- 
tion at any one moment was being carried on in the most favourable 
fashion — relatively, that is to say, to the knowledge possessed by 
the community at that period.^ 

(6) Walras’s position is not quite so frankly utilitarian as Gossen’s. 
It was the analysis of the respective rdles of the individual and the 
State, of which he gave an exposition in his lectures on La ThSorie 
g&n6rale de la Socidii (1867), 'that inspired his reform. Following Henry 
George, he sought a reconciliation of individualism and socialism ’ 
— a reconciliation which he variously speaks of under the terms 
“liberalsocialism,”“syntheticsocialism,”orsimply “synthcticism.”* 

It was his opinion that no real opposition existed between the 
State and the individual, that the one is just the complement of 
the other. Taken separately, it has been well said that they arc 
nothing better than abstractions ; the only real man is the social 
man — man living in society. Tills man, as wc know, has two kinds 
of interests — the one personal or indiiddual, and as such opposed 
to the interests of other beings ; the other social or collective, 

• Enimchduiyj dcr Qtstlzt, p. 250. 

• Gossen Bees other advantages that would fellow Buch reform. He enume- 
rates them thus: (1) The confiscation of rent would reduce the possib-lity of 
living without working, and this would increase the indu-strinl activity of the clasa 
under consideration. (2) Tlic legal tran.sfcrcncc of property would be greatly 
simplified. (3) Producers would be exomplcd from buying land and from keeping 
capital for this purpose. (4) P.ent would take the place of taxation to n very 
considerable extent, and would free thecbllcction of it from every trace of vexation 
or injustice. [Ibid., p. 273.) 

• Cf. the fragment entitled llllhodc de Concilialion ou de Synibite, in 
the Elvdea d'Economie sociale, ' Henry George in his preface to Proyrtrs and 
Poverty writes thus ; “ Whnt I have done in this book ... is to unite the 
truth perceived by the school of Smith and Hicardo to the truth perceived hr 
•the school of Proudhon and Lassalle ; to show that Joietez-fairt (in its full, true 
meaning) opens the way to a realisation of the noble dream o! sooialism,” 

‘ Etudes d’Economit sociale, p. 239, 
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common both to him self aod his feIIo\rs — and unless these arc secured 
the existence of the race is immediately jeopardised- The tvro groups 
of interests are equally important, for they are both equally necessary 
for the life of the social being. The State and the individual are 
mere phases in the life of the same being, according as sve think 
of him pursuing the collective interests vrhich he has in common rrith 
his fellow-men or his more personal and indi-vidual interests. Each 
has its own sphere of activity definitdy marked off from the other by 
the diverse nature of the respective tasks which thej' have to perform. 

The duty of the State is to secure those general conditions of 
existence which are necessary for everybody alike. Upon the indi- 
vidual devolves the duty of determining his own personal position 
in society through perseverance in the exercise of his own capacity 
in anj’ line of activity which he may himself choose. But if both 
of them, individual and State alike, are to perform their respective 
tasks efficiently, they must be supplied with all necessary resources. 
To the indhddua! should accrue the wealth which results from 
labour and saving, to the State the revenue which results from 
general social progress — i.e. the rent of land. Provided for in the 
manner indicated, there would be no necessitj’- for taking away from 
the individual a portion of the fruit of his labour by means of taxa- 
tion. • Collective ownership of land and rent, private ownership of 
capital and labour, together with their incomes — such is the social 
organisation which Walras thought would solve the problem of’ 
distribution : equal conditions, coupled with unequal situations.^ 

The reforms of Gossen and Walras, starting from a different angle 
as they do, depend for their realisation upon conditions that are 
exactly identicaL Both of them evince the most scrupulous respect 
for the prescriptive rights of the present owners ; and both agree 
that the State has no more right to appropriate future rents ® upon 

^ See ths charming riith Icsnon of the Thiorit gir.brclt it la Sociill in 
the Eliidts i’£corxmie tocialt. 

* “In order to jn£tifyaniea 2 Tire involving a tlight diminution in the rent of 
landed proprietors, it is hardly necessaiv to invoke the fact that rente have a 
facnltr of groving continuonsly vithont the co-operation of the proprietcr.- We 
need rearedy point out that this increase in rent over a certain period cannot 
enter into the price of land simply becanss it cannot be calculated. Conse- 
quently, when a buyer buys under the system of guarantee afforded by the 
Slate he has at the same time undoubtedly bought a claim to all the variations 
of rent which may ensue. . . . Even if the landed proprietor is indemnified by 
being paid a perpetual rent equal to the rent of his land at the time of confisca- 
rion, as is done to-dsy in the case of compulsory purchase, the injustice will 
not be as great as it otherwise would be, but it will not be removed altogether.” 
(Gowen, ErArfciel'-ny icr Gtsiizt, pp. 257-25S,) 
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which these owners rely, in the manner suggested by John Stuart 
Mill, than it has to confiscate . present rents, as Henry George 
proposed. The only way in which reform can be fairly carried out is 
to buy back the land, including in the purchase price any surplus 
values upon wliich the present proprietors have set their hopes. The 
most expedient wayj perhaps, would be to issue bonds and to offer 
these to the proprietors in exchange for the land. The rents, which 
would still be received by the State — ^for there is no prospect of 
cessation of growth — would be employed partly in paying interest 
on the debt and partly in redeeming it ; so that at the end of a 
certain period, say fifty years, the State would have paid back all 
the capital and it alone would henceforth draw the rents.^ 

It would have been unnecessary to add anything to the exposition 
as ^ven by Walras but for the objection which he himself raised 
to it, and which led him to give a very interesting account of his 
belief in the permanence of rent. 

“ If,” says Walras, " the State pays to the proprietors the 
exact value of their lands, reckoning in that price a sum equal to' 
the estimated value of the future rent, what is it going to gain by 
the bargain ? ” If the value of the soil is carefully computed in the 
manner indicated above, then the interest on the capital borrowed 
to effect the purchase and the rents received must exactly balance 
one another, for one is just the price of the other, and the Stale wili 
find that the rent of land is insufficient to repay the outlay 
involved. The results will cancel one another. Some inconveni- 
ences will doubtless be avoided, but there will be no outstanding 
advantage. How are we to get rid of this objection 7 

The difficulty is soon removed, for once the sy.stcm outlined 
above is adopted there will be an end to all speculation in land. 
When individual buyers find that they must pay the owners a price 
that covers all surplus values wduch the land may possibly yield in 
the future, v/hich would mean that they would not get any of that 
surplus value themselves, they will not be quite so keen. This is 
not the case, however, at the present time. Speculation of this 
kind is rife everywhere, for the good reason that a surplus value 
is always a possible contingency. The more perspicacious or better 
informed a buyer is, the more firmly docs he believe in this advance 
and the more careful is he to safeguard his future interests. Tiic 

‘ Gossen gives reasons for thinking (liat the State, owing to its fiipr.-M 
position as compared with individuals, might offer Hltcr terms to the prr,)‘Tii tors 
than ordinarj- buyers could— among olhem, that the State can borrow cheaply and 
could consequently oITcr a better price. 
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State, so soon as it has bought back the land, -will be in the position 
of the speculator in question. Walras is of the opinion that the 
surplus value is certain to grow in future even more rapidly than 
the actual possessors of the land imagine. Thanks to economic 
evolution, what, the private proprietor can only speculate on the 
State can rely upon with absolute certainty.^ 

“ I believe, along with several competent economists, that when 
humanity left the purely agriculture system under which it had 
lived for thousands of years and entered upon a rigime of industry 
and commerce, under which agriculture is still necessary to feed a 
growing population, but only possible with the expenditure of a vast 
amormt of capital, it achieved a notable triumph, and the step it 
then took marks a veritable advance in economic evolution. I also 
believe that as the result of this evolution rent will continue to 
grow, but without involving any scarcity or increase in the value 
of agricultural produce — a fact that has escaped everyone except 
the wideawake and the well-informed, and by which proprietors 
'alone have profited. I further believe that if the State had bought 
the land before this evolution had taken place and had then given 
of its resources to' further such development, even the normal 
gro^Tth of this surplus value would have been ample to clear the 
debt.” 2 

Walras agrees with Ricardo, and a kind of rehabilitation of the 
Ricardian thesis drives him to the conclusion that the future must 
witness a further growth of this surplus value of land — merely 
because of the limited quantity of land in existence. There is this 
" difference, however. Whereas Ricardo bases his whole contention 
upon the validity of the law of diminishing returns, Walras will 
not even entertain the thought of a possible diminution in the 
amount of agricultural produce. The inevitable progress of society 
which leads it on from a purely agricultural stage right up to the 
industrial-commercial stage, from extensive to intensive cultivation, 

* A similnr idea underlies Gide’s proposal in an article contributed to tbs 
Journal dcs Ecov^misiea for July 1833. “The State would o5er to buy the 
land and pay for it on the basis of ninety -nine years’ purchase. There is reason 
to think that hardly a buyer would bo found who would refuse such an offer 
coupled with a slight compensation, for ninety-nine years is the equivalent of 
perpetuity as far as the individual is concerned. There would be nothing mean 
about such a price ; really it would be more of a gift (o the proprietor.” 

* Walras, S'tidef d'Economit social:, p. 363. A mathematical discussion of 
tbo tbeoTT is contained in the Tkfjyric mathhr^vpzt du Prix dts Ttrru. Yne 
same argument expressed in ordinary langup.ge may be found in the article 
entitled XJn Ecorvmiris incennu {Eludes <r Ecemomii socials, pp. 3C5 si ssq.),e.nd 
it is etil] more simply summed up in the Prohllme fiscal, pp. 446-449. 
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must result in increasing the value of land. The State -would ease 
this transitional process by a measure of appropriation, and could 
make a solid contribution to the success of this gigantic undertaking, 
which is to apply not merely to, land, but also to raibrays and 
mines, etc.* 

(c) Numerous and various are the reasons invoked by the advocates 
of land nationalisation. Gossen’s ideal is the maximum product, 
while Walras’s first care is to supply the State with all necessary 
resources. A final class of -writers regards it as an excellent oppor- 
tunity of gi-ving everybody access to the soil. It was this ideal 
of free land that inspired the late Alfred Hussel Wallace to 
write his book Land Nalionalisaiion: its Necessity and its Aims, 
and to inaugurate his campaign in fa-i'our of nationalisation in 1882. 

Wallace imagined that the mere right of free land would put an 
end for ever to the worker’s dependence upon the goodwill of the 
capitalist. Nobody would be found willing to work for starvation 
wages -were everyone certain that on a free piece of land he would 
always obtain his daily bread. None would suffer hunger any 
longer, for the soil, at any rate, would always be there awaiting 
cultivation. Free access to the land would by itself solve the 
problem of poverty and want, and this would be by no means one 
of the least of the benefits of land nationalisation.* 

The essential thing, in his opinion, is to give to every' worker the 
right to possess and to cultivate a portion of the soil.* Ilis proposal 
is that once nationalisation is an accomplished fact every indiridual 
at least once in his lifetime should be given the opportunity of 
choosing a plot of land of from one to five acres in extent wherever 
he likes on condition that he personally occupies and cultivates it.* 

The extremely simple character of the proj)osal makes it all 
the more notorious. Unlike the other schemes, it is not based 

‘ “ The same considerations -would apply in the case of mines, railvrnys, mono- 
polies of every kind, natural and otherwise, where the principle of free com- 
petition ia in operation orwhero any surplus value crisis.” (Lltidcs d'LcnnmnU 
tocialt, p. 347, note. Ci. also pp. 237 itq.) 

* Cf. Escarra, loc. cfJ., p. 224. See also Lavcicye, Lt SociaU'rr.e corJrni- 
porain, 8th ed., Appendix I. 

• Mclin, Lt Socialitmt en Arvjlciene, p. 179 (1897). 

‘ “ The possession of a piece of land frees the workman from dopendcnco 
upon the roasters, -which is one cause of poverty. The woiktr wljo posserres 
land is free. He has always something he can turn his hand to -when out of 
work.” EbcwheriT: “ If a certain quanlilyof land is given to the workers their 
wages -will surely rise, for no one will work for another unless ho can get more 
than ho gets when working for himself.” (Quoted by Escarra, p. 224, note.) 
The same idea occurs in Henry George, bat not as a part of the general crgumect 
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upon any subtle, complex economic analysis. But it supplies a most 
convincing platfoirn theme. Closer scrutiny, however, reveals its 
almost childish nature. 

The cultivation even of the spaallest piece of land Requires some 
capital, which the advocates of free land appear to forget altogether. 
The amount of capital so required may not infrequently be in excess 
of the modest sum jKissessed by the working man. They also seem 
oblivious of the fact that the land does not produce all the year 
round : there must of necessity' be a period of quiescence when the 
seeds are germinating. And if we are to suppose that the worker has 
sufficient reserve to wait for the harvest, why not admit at once 
that he has also enough to tide over a period of unemplojunent ? 
A few pounds in the bank to ‘which he can have access whenever 
he likes would certainly be much more serviceable in mid-winter, 
say, than a plot of land situated some distance away. Cultivation 
also requires capacity as well as capital. You cannot improvise the 
peasant, and a first-class artisan may' be a very indifferent cultivator. 
The experience of distress committees seems to prove this point 
The advocates of free land have a mistaken belief in the efficacy ^ 
of the proposed remedy, and experience would quickly show them 
how difficult it would be to apply’ it^ 


^ If rri! had not decided against the Lnclniion of the Italian economists, 
this would hare been the place to devote a few words to the writings of Achille 
Loria. No one excels him as a writer on political economy. An elaborate 
Euperstmeture of great economic, political, so-cia!, and even religious significance 
has been built upon tLo foundation of free land, which at least denotes a powerful 
imagination. A ri.rjmi of this thc~i? is contained in Ln Terra ed Q Sidma 
txiaie, translated for the ilerue d'EcorjTtnie politiyue in lSt)2. We cannot 
examine Loria’a systom here. SuSce it to say that Ln hia Coriftucior.e e£or./7miea 
c-iicrrui he demands that the law should rc-cogniso caeh man’s right to 

the land : either to a urJt of land (t.e. a quantity of land such as would enable 
6 man to live and set up as an independent producer) or, failing that, to a fraction 
of rach a unit. 


Such is the theoretical Eoiutioa. but the practical suggestion is somewhat 
milder, a kind of territorial wage being suggested. Every master would be 
obliged to give to his workmen, in addition to a minimum wage, a certain amount 
of land at the cad of a given cumber of years. If during that period the work- 
man Isas been employed by sevcml master?, each master shoold contribute in 
proportion to the length o: time he has been in bis service. 

At the end of a certain period every worker would thus become e proprietor, 
Th“5.? would thus be in the same porition as their primitivo ancestors were 
c-s far as natr.ra’. economy is concern- <3, and would be able to join with the 
older pTOirrictor-! in a Irir.d of ?.'sociatian of capital and i.-ibour on a footing of 
abjolute equality, which Signor lyjria thought would be .a most fruitful type of 
crg-'.nisation. Du.ring the intervening years a certain amount of pressure would 
hare to be put upon the proprietors. 
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IV; SOCIALIST EXTENSIONS OF THE 
DOCTRINE OF RENT 

The writers who have Iiitherto engaged our attention were all of 
them individualists. They had no quarrel with the institution of 
private property as such, nor were they hostile to the existence of 
capital or to the personal advantage wluch may accrue from ..the 
possession of exceptional talent or ability. The orthodox socialist, 
on the other hand, is distinguished by an aversion to both interest 
and rent, and some of them even go the length of denying the 
individual’s claim to any special benefit accruing from personal 
ability if it has the effect of increasing his income beyond the mere 
remuneration of labour. 

Betv/een the two conceptions is a veritable abyss, and the ques- 
tion arises as to whether it can ever be bridged. Some writers 
confidently reply in the affirmative. “ It is the easiest thing in 
the world. Just treat your interest on capital and the revenue 
derived from exceptional capacity as rent, and the theory of rent 
wll supply a justification not only for the appropriation of land, 
but also for universal collectivism.” It was in England that this 
idea was first mooted. 

England, the true home of socialism, the England of Godwin 
and Hall, of Thompson and Owen, after the first outburst of socialist 
activity over seventy years before, had not given birth to a single 
socialist scheme. With the exception of John Stuart lilill, who was 
impressed by the French socialists, English -writers had remained 
quite indifferent to the ideas that were agitating Europe. Karl 
Marx toiled at the production of Iris masterpiece, Das Kapitul, 
in the very heart of London without arousing the curiosity of a 
single English economist. The formation of socialist parties in 
Germany and France after 1870 had to intervene before the ideas 
of the great collectivist aroused any real enthusiasm in Great 
Britain, and it was not until 1880 that a small ^larxian party w'as 
formed in England.^ Just about the same time another group of 
writers known as the Fabian Socialists began to preach an original 
and characteristically English kind of socialism.® 

The Fabian Society at first consisted of a small group of young 
men, for the most part belonging to the middle classes, and holding 

’ The Social Domoomtio Federation was founded by Hyndm.an in 1881. See 
ht6lin, IjC. Socialistne cn Angldenre, chap. 6 (1807). 

* Bernard Shaw, Tht Fabian Soddy, whal rt has dont and hoio it hat dnnf, U 
(1802; Fabian Tract, No. 41). 
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themselves aloof fmm the older political parties. The object \Tas • 
“the prompt reconstruction of society in accordance with the 
highest moral possibilities.” Success appearing somewhat remote, 
and being anxious for more immediate results, they allowed them- 
selves to be led astray by ideas borrowed from the Marxian and 
anarcliist doctrines of the Continent. But they very soon renounced 
the revolutionary spirit, which has so little in common with the 
English temperament ; and in order to emphasise the difference 
between themselves and the advocates of brute force and the believers 
in a sensational historical crisis^ they adopted the name Fabian, 
which is derived frona Fabius Cunctator, the famous adversary of 
Hannibal. The school has always been very critical both of itself 
and of others, somewhat afraid of public ridicule, but possessing 
none of the enthusiasm of apostles. Always ready to banter one 
another,® to destroy their ancient idols, and to dispense with every 
social or definitely political creed, the Fabians rapidly became trans- 
formed into a society' of students and propagandists whose interests 
are exclusively intellectual, and who believe that “ in the natural 
philosophy of socialism light is a more important factor than heat.” * 

Such an attitude is hardly conducive to success in a socialist 
crusade, but the Fabians have left a deep impression — not so much 
upon. working men, perhaps, as upon members of the bourgeois or 
middle class. Several of their members arc persons of great literary 
distinction, such ns l^Ir. Bernard Shaw, the dramatist and critic, ]\Ir. 
and Mrs. 'Webb, the historians of Industrial Democracy, and Mr. 
II. G. Wells, the novelist. By throwing themselves into the study 
of social conditions of different kinds, by collaborating in the publica- 
tion of reviews and newspapers without distinction of party, by 
publishing pamphlets and calling conferences, they have managed to 
stimulate interest in their ideas. A rbsuml of these ideas is given in 
a curious collection of articles entitled the Fabian Essaijs, published 
in 18S9. These essaj-s represent the opinions of the more prominent 
Fabians rather than of the Fabian Society, for the society' as such has 
only’ a practical policy’, but no theoretical doctrine which it holds in 
common. It calls itself socialist,* and would w'elcome the trans- 

* n^port on Fabian Policy (Fabian Tract, No. 70). 

* “ For it was at this period that we contracted the invaluable habit of 
freely laugliing nt ourselves which has always diilinguishod ns, and which has 
raved us froxn becoming hampered hy the gushing enthusiasts who mistake 
Ih'-ir own emotions for public movement®.” (Bernard Shaw, he. cii.) 

* P.ep'trt on Fabian Policy. 

‘ Socialinu, ns unneittood by the Fabian Society, means the organbation 
and conduct of the necesaary industries of the country, and the appropriation 
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formation of individual into collective property. On the other hand, 
it declares that it has “ no distinctive opinions on the marriage ques- 
tion, religion, art, abstract economics, historic evolution, currency, 
or any other subject- than its own special business of practical 
democracy and socialism.” ^ The economic theories v;hich.immc- 
diately interest us here are peculiar to certain members of the society. 
The society as a whole was doubtless inspired by these ideas, but 
they have not all received official recognition at its hands, and they 
are not even accepted by some adherents of the school.® 

It is Sidney Webb more especially who has essaj-cd the task of 
finding a new theoretical basis for Fabian collectivism. Having 
rejected the Marxian theory of labour-value, and conscious of the 
charm possessed by the modem theories of Jcvons, of Marshall, 
and the Austrians, he felt the need of some new justification for the 
collective ownership of the means of production. Unable to free 
himself from the fascination which Ricardo has always exercised 
over his fellow-countrymen, he turns to the theory of rent of that 
great economist, and that theory, in his opinion, is “ the very corner- 
stone of collectivist economy.” ’ 

It is perfectly obrnous that tliis theory of rent affords ample 
justification for the appropriation of the revenue of land by pro\ing 
that this revenue is pujely supplementary, produced as it is only 
on the best lands and not on the worst, where the worker only 

of all forms of oconomio rent of land and capital by the nation as a whole, tlirouch 
the most suitable public authorities, municipal, provincial, or central. The 
Booialism advocated by the Fabian Society is State socialkm exclusively (the 
term is used to distinguish it from anarchist socialism). On the other hand, it 
"steadfastly discountenances ali schemes for securing to any person, or any 
group of persons, the entire product of their labour. It recognises that weollli 
is social in its origin and must bo social in ite distribution, since tho evolution 
of industry has made it impossible to distinguish tho particular contribution 
that each person makes to tho common product, or lo ascertain its value." 
{Report on Fabian Policy.) 

• Tbii. 

• In addition to tho Fabian Essays, the principal publications containing on 
exposition of Fabian ideas are the Fabian Tracts, a collection containing a great 
number of pamphlets on various subjects ; The History of Trade Unionism, 
by Mr. and Mrs. Webb ; Industrial Democraaj, particularly chaps. 1 and 2 of 
the third part, by the same authors ; and, finally. Problems of Modem Industry/ 
(1898), a collection of lectures and articles, also by Jlr. and Mrs. Webb. 

• ilr. and JIrs. Webb in their History of Trade Unionism reject " that con- 
fident sciolism and prejudice wliioh has led generations of sooiaiists to borrow 
from Adam Smith and tho ' classio ’ cconomj.sts the erroneous theory that 
labour is by itself the creator of value without going on to master that impreg- 
nable and more difficult law of economic rent which is tho very corncr-stono of 
collootivist economy.” 
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produces the exact equivalent of his vages. • There is nothing very 
new in this, however. 

Equally valid is its justification of confiscated interest. Different 
kinds of capital, different machines, implements, and buildings, all 
of which are employed for purposes of production, show the same 
variety of quality, and consequently produce different quantities 
of material goods, just as different lands do. The employee who 
works with “ marginal capital,” if we may so put it, or, in other 
words, has to make shift with the minimum of tools and machinery, 
^Yithout which no work at all would be possible, barely produces 
the equivalent of his wages. Everything that exceeds this minimum 
may be claimed bj’ the capitalist as payunent for the superior yield 
of the capital which he has supplied. Interest, accordingly, is a 
differential revenue — a rent which ought to be expressed as a definite 
quantity of produce, for such it really is, and not as so much per 
cent.^ 

Finally, any who possess superior ability as compared with those 
who work not merely with a minimum of capital and labour, but 
with a minimum of intelligence and ability, produce a surplus, which 
they generally retain for themselves. This surplus is of the nature 
of a differential rent — the rent of ability. Generally it is the result 
of the better education received by the children of proprietors 
and capitalists, and it is thus the indirect outcome of private 
property.® 

This ingenious argument is not very convincing. Even though 
we admit that interest and possibly the greater portion of wages 
may only be differential revenues, their confiscation would require 
special justification. The attributes of capital, unlike those of land 
as defined in the Ricardian theory”, are not natural, but have been 

‘ “The intercut with which we are coneemod must clcr.rly be a deSnebJe 
quantity of prcduco.” {Tkt NalioT-.il Dividend and iti Disfrxbviton, in Prdhmt 
cf Modtm Indvf’.rj, p. 227. We ere indebted to this article for the exposition 
which wo have given of the Fubian doctrine.) 

*- An exposition of the Fame thc-ory is given in Tract Xo. 15, EnglUh Proyresi 
loipcrdt Social Demccrccy : “ The individuals or classes who possess social power 
have at all time?, consciourly or unconsciously, made tiso of that power in such 
a way as to leave to the great majority of their fellows practically nothing 
beyond the mrans of subsistence according to the current local standard. The 
additional product, determined by Ibe relative dificrencK in productive cScie ncy 
of the diflereat rites, soils, c-apitals. and forms of slall above tho margin of 
cultivation, lias gone to those exercising control over tliesc valoablo but ccarce 
productive factors. This struggle to soeure the surplus or ‘economic rent ’ is 
the key to the confivc^ history of European progress, and an underlying, 
nneonscious motive of alt revolutions.” Cf, also ITii o/ Individ'jalism, 

in PrvblmM oj Mrdrrr, /r.dvstry, pp. £37-239, 
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conferred upon it by the efforts of human beings. And as to the 
rent of ability, it still remains to be seen whether society would 
benefit by the confiscation of this rent. As a scientific exi>lanation 
.of distribution it does not seem to us a particularly attractive one. 
The distribution of incomes is effected by means of exchange and 
depends upon prices, but Webb makes an abstraction of prices in 
order to concentrate upon the material product. We do not deny 
the existence of rent derived from fixed capital, such rent being 
approximately measured by comparison with the current rate of 
interest. But after the labours of Bohm-Bavmrk and Fisher it 
would seem impossible to explain this rate itself by reference to the 
material productivity of capital, which seems to be the essence of 
Webb’s theory. 

The latest attempt to deduce revolutionary conclusions from the 
older economics and to found a theory of collectivism' upon the 
Ricardian doctrine of rent has proved a failure. Even Webb’s friends 
have not shovm the enthusiasm for it that they might ^ — and this 
despite the constant allusion to the “ three monopolies ” which one 
meets with in their writings. 

The interest of the experiment lies not so much in itself os in 
the indication which it affords of the more recent trend of thought 
in this matter. We have already drawn attention to the fact that 
the more immediate disciples of Marx both in France and Germany 
have refuted his theory of value, showing a disposition to rally to 
the counter-theory of final utility. We have here a group of English 
socialists undergoing a somewhat similar process of evolution. On 
every hand it seems that socialism has given up all pretension to 
creating a working men’s political economy alongside of the bourgeois, 
and it is now generally recognised that there can only be one political 
economy, independent altogether of all parties and social ideals, 
whose sole function is to give a scientific explanation of economic 
phenomena. 

The Fabians even outdo the syndicalists in their reaction against 
the Marxian theories. Not only is the theory of value thrown 
overboard, but Marx’s whole sodal doctrine is rejected as well. 
There are two points on \yhich the opposition is particularly marked, 
and although these may be outside the scope of the present chapter 
it is necessary to mention them in order to complete our exposition 
of Fabian ideas. 

* Bernard Shaw in his Economic Basis of Socialism, pnhlishcd in the Fabian 
Essays, makcB a very no-at distinction between interest properly ro called end 
economic rent. 
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Slarx’s social doctrine was built upon the thcorj' of class war. 
Socialism was simply the creed of the proletarian. Its triumph 
would mean the victory of the proletariat over the bourgeoisie. Its 
principles are the direct antithesis of those which govern society at 
the present time, just as the two classes are directly opposed to one 
another. The Fabians entertain no such \'iews. They think of 
socialism as a mere extension of- the ideals of bourgeois democracy, 
and they would be quite content with a logical development and 
application of the principles which at present govern society. “ The 
economic side of the democratic ideal is, in fact, socialism itself,” 
^'rrites Sidney Webb.^ Our object should not be to replace the 
bourgeois supremacy by the proletarian ascendancy, nor even to 
emancipate the worker from the t 3 Tanny of the wage system 
(for under the socialist rigime, as the Fabians point out, evcrj’- 
body will be a wage-earner), but merelj’- to organise industry in 
the interest of the community' as a whole. “ We do not desire 
to see the mines and the profits from the mines transferred to the 
miners, but to the communitj' as a whole.” * Socialism is not a 
class doctrine, but a philosophy of general interest. “Socialism is 
a plan for securing equal rights and opportunities for all.” “ Webb 
questions the existence of an English class struggle in the Marxian 
sense of the word.^ On the contrary : “ In Wew of the fact that the 
socialist movement has been hitherto inspired, instructed, and led 
by members of the middle class or bourgeoisie, the Fabian Society 
. . . protests against the absurdity of socialists denouncing the vciy' 
class from which socialism has sprung as spccialh' hostile to it.” 
One cannot see much similarity between this point of view and 
that of the French symdicalists.® 

The Fabian philosoplu' of histoiy is equally distinct. For Marx 
the capital fact in ninetcenfh-centuiy’ history is the concentration of 
property' in the hands of a privileged few, and the consequent pauper- 
isation of the masses. The necessary consequence of this twofold 
development svill be the revolutionary dispossession of the former 
by the latter. 

Optimistic as they* arc, the Fabians are not prepared to deny 

* Fahsar. Ettayt, p. 35. ' 

* Socialism Tnic end False (Tract No. 51), 

* TTcai Scsialiem u (Trcct No. 13). 

‘ la li!5 preface to Karella’E German book, SoifoJi.rmM in Enylavd (189S}. 
he mention.' the fact that the English working cla.ss is dirided injo n r.' mber of 
corpora lions who arc oither jealon? of or misTinderstand one nnolbor, bnt bare 
Cot rrhat we'mav properly cai! a dees con-soioTCinees {p. 10). 

* Report on Fabian Policy, p. 7. 
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the concentration of capital. According to their \new, the prime 
fact in nineteenth-century history is not the servility of the masses, 
but the waning authority of the capitalists, the growing import- 
ance of collective government in national economy, and the gradual 
dispossession of the idlers for the sake of the workers, a process that 
is already well on the way towards consumtnation. Webb is of the 
opinion that socialism is being realised without any conflict, and 
even with the tacit approval of its victims. “ Slice after slice has 
gradually been cut from the profits of capital, and therefore from its 
selling value, by socially beneficial restrictions on its user’s liberty 
to do as he liked with it. Slice after slice has been cut off the incomes 
from rent and interest by the gradual shifting of taxation from 
consumers to persons enjoying incomes above the average of the 
kingdom. . . . To-day almost every conceivable trade is, some- 
where or other, carried on by parish, municipality, or the national 
Government itself wthout the intervention of any middleman or 
capitalist. . . . The community furnishes and maintains its own 
museums, parks, art galleries, libraries, concert halls, roads, streets, 
bridges, markets, slaughter-houses, fire-engines, lighthouses, pilots, 
ferries, surf-boats, steam-tugs, lifeboats, cemeteries, public baths, 
washhouses, pounds, harbours, piers, wharves, hospitals, dispen- 
saries, gasworks, waterworks, tramways, telegraph cables, allot- 
ments, cow meadows, artisans’ dwellings, schools, churches, and 
reading-room.s.” • And even where private industry is allowed to 
survive it is' rigorously supervised and inspected. “ The State 
in most of the larger industrial operations prescribes the age of the 
Worker, the hours of work, the amount of air, light, cubic space, 
heat, lavatory accommodation, holidays, and mcal-times ; where, 
when, and how wages shall be paid ; how machinery, staircases, 
lift-holes, mines, and quarries are to be fenced and guarded ; how 
and when the plant shall be cleaned, repaired, and vrorked. .. . . 
On 'every side the individual capitalist is being registered, in- 
spected, controlled, and eventually superseded by the com- 
munity.” * 

We are already in the full current of socialism, declares Mr. Webb. ' 
Our legislators are socialists without knowing it. “ The economic 
history of the century is an almost continuous record of the progress 
of socialism.” ® The Fabians, adopting a saying of the Saint - 
Simonians, point out to the socialists that they ought to be conten' 
with a clear exposition of the evolution of which everyone knows 

* Fabian Ettayt, pp. 47-49. 

• Ibid., p. 31. 
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something, although perhaps in a' hazy fashion. “Instead of 
vmconsdous factors vre become deliberate agente either to aid or 
resist the developments coming to our notice.” ^ 

We are some distance away from Marx here, and farther still 
from his syndicalist disciples. We have really been led back to the 
philosophy of histoij’ as it was inteipreted by the German State 
Socialists. Must we, then, conclude that the Fabians are State 
Socialists who feign ignorance of the fact ? 

Fabian socialism, strictly speaking, is not a new scientific doctrine. 
It is rather a plea for economic centralisation, an idea begotten of 
the modem conditions of existence in Europe, as against orthodox 
Liberalism, which is somewhat threadbare but still holds an honour- 
able place in the opinion of many English writers. It is highly 
probable that the legislative acti\ity of the last thirty years, which 
friends and foes alike regard as somewhat socialistic, will appear 
to our descendants as a moderate movement in the direction of 
greater centralisation. 

English politics even long before this had begun to shake off its 
individualism and to rid itself of the plvilosophic and political doc- 
trines of the utilitarian Radicals, which Bcntham and his friends bad 
formulated early in the nineteenth centur>% and which still exercise 
a considerable influence over some people. The Fabians regard 
themselves as the special protagonists of the new standpoint. They 
would be proud to consider themselves the intellectual successors 
of the utilitarian R adicals, who simply claim to express the new desires 
of a great industrial democracy. Labour legislation and its many 
ramifications, municipal socialism spontaneously developing in all 
the big towns, the great co-operative “ wholesales ” in Glasgow and 
Manchester, furnish persuasive illustration of the practical socialism 
which they advocate. “ It is not,” writes Mrs. Sidney Webb, 
“ the socialism of foreign manufacture which cries for a Utopia 
of anarchy to be brought about by a murderous revolution, but the 
distinctively English socialism, the socialism which discovers itself 
in worlcs and not in words, the socialism that has silently embodied 
itself in the Factory Acts, the Truck Acts, Employers’ Liability Acts, 
Public Health Acts, Artisans’ Dwellings Acts, Educarion Acts — in 

* Sidney Webb, The DifJictiUiu of Individvalism, in Prdblemi of Modem 
Indiisiry, p. 231. Also in the Faltitm Eeeayt, p, 35, he declares: “Soci-albtB 
M well ns. individualists realise that imporUmt organic changes can only be 
(1) democratic . . . ; (2) gradual . . . ; (3) not regarded ae immoral by the 
masH of tbs people ; imd (4) in thiB country, at any rate, constitutior.al and 
peacefuL” 
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all that mass of beneficent legislation forcing the individual into the 
service and under the protection of the State.” ^ 

The Fabian doctrine is the latest avatar of the Ricardian theory. 
It would really seem impossible to drav/ any further conelusions 
from it. Everything that could possibly be attempted in that 
direction has already been done, although other weapons of war 
forged against the institution of private property may yet come 
out of that old armmury. But that is hardly probable, especially when 
we remember that economic science no longer regards rent as a kind 
of anomaly amid the other economic phenomena. There is no doubt 
as to its reality, but it has been deprived of much of the social 
importance that was attributed to it by Ricardo and his followers, 
and it has consequently lost much of its revolutionary fecundity. 


CHAPTER HI ; THE SOLIDARISTS 

I ; THE CAUSES OF THE DEVELOPMENT OF SOLIDAIIISM 
The word “ solidarity,” formerly a term of exclusively legal import,* 
has during the last twenty years been employed to designate a 
doeWne which has aroused the greatest enthusiasm — at least in 
France. Every official speech pays homage to the ideal, every 
social conference ends with an expression of approval. Those who 
wish to narrow the scope of industrial warfare as well as those who 
wish to extend the bounds of commercial freedom base their demands 
upon “ a sense of social solidarity,” and it is becoming quite a 
common experience to find writers on ethics and education who 
have fallen under its spell. The result is that no history of French 
economic doctrines can pass it by.* 

* B. Poftcr (Mrs. Sidney Webb), Tht Co-operniivt Ilovcment, p. 16. 

’ Etymologically “ eolidarity ” is n. corruption of eoU'dum, which was employed 
by the Roman jurists to signify tho obligation incurred by dobfors who were 
each bold responsiblo for the whole amount of a debt. One would nafumlly 
expect tho French derivative to bo toUdtll, which was tho term m-ed by the 
juriata under tho old rlgimc, cspooiolly by Pothior. SoUdariti was subatitufed 
for it by tho editors of tho Civil Code, 

• We shonld never come to an end if wo began to quote pR.^sagea in -which 
tho mcritB of solidarity are sot forth. Wo mast- content ourselves with the 
following, chosen at random : 

M. Milierand, at the time Minister of Commerce, in a apcech delivered at 
tho opening of the Exposition 'Dniveiscllo in 1000, said ! “ Science teaches men 
tho true seoret of material greatness and of aociol morality; ondellita teaching, 
in a word, points to solidarity." 

M. Doherme, tho founder of the People’s University movement, says ! '' Tka 
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The fundamental idea underlying the doctrine of solidarity, 
namely, that the human race, taken collectively, forms one single 
bod}% of which individuals are the members, is not by any means new. 
St. Paul and hlarcus Aurelius among the writers of antiquity, not 
to mention Jlenenius Agrippa’s well-known apologue, gave expression 
to this very idea in terms almost identical with those now commonly 
used.^ 

Nor was the importance of heredity wholly lost upon the ancients. 
The hereditary transmission of moral qualities was a doctrine 
taught with the express sanction of a revealed religion. This doctrine 
of original sin is perhaps the 'most terrible example of solidarism 
that historj’ has to reveal. Turning to profane historj^ we are 
reminded of the line of Horace : 

Ddicta majorum immeriius lueif 

We must also remember that it was alwa 3 ’^s something more than 
a mere theorj’’ or dogma. It was a practical rule of conduct, and 
as such was enjoined by law, exhorted by religion, and enforced 
b\’ custom, with the resiilt that what was preached was also prac- 
tised with a thoroughness that is quite unknown at the present daj’. 
Wc have an illustration- of this in the collective responsibilitj* of all 
the members of a family or tribe whenever one of their number was 
found guilt}' of some criminal offence. A survival of this pristine 
custom is the Corsican vendetta of to-day. 

Final!}', there is that other aspect of solidarity which is based 
upon division of labour and the consequent necessity of relying upon 
the co-operation of others for the satisfaction of our wants. The 
Greek %vritcrs had caught a glimpse of. this interdependence many 
centuries before the brilliant exposition of Adam Smith was given 
to the world. 

All the manifold aspects of the doctrine, whether biological, . 
.sociological, moral, religious, legal, or economic, were obviously 
matters of common knowledge to the writers of antiquity. But each 
phase of the subject seemed isolated from the rest, and it was not 

folly of Eolidarity slioald be the Eoarcc of our inspiration, just as the marljis 
of old were inspired by the folly of the Cross. The thing that wants doing is 
to OTg.eni?e democracy.” {La Co-op'rctior, dt» Idits, June 16, 1900.) 

* “For as we have many members in one body, and all members have not 
the same ofEcc ; eo we, being many, are one body in Christ, and every one 
members one of .another.” (Romans xii, 4 and .6.) 

As in physic?.! organisms the nr.ity is made up of reparato limbs, so among 
reasoning things the reason is distributed among individuals constituted for tmiiy 
of co-operstion.” (Marcus Anrelius. vii, 13; Bendsll's translation.) 
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until the middle of the nineteenth century that it dawned upon 
thinkers that there was possibly something like unity underlying this 
apparent diversity. It has already been impressed upon us that 
Pierre Leroux and a few of the disciples of Fourier, as well as Bastiat, 
had realised something of the value of the doctrine of solidarity and 
of the appropriateness of the term. But it was reserved for Auguste 
Comte to appreciate its full possibilities. “The new philosophy, 
viewed as a whole, emphasises the intimacy that exists between 
the individual and the group in their different relations, so that 
the conception of social solidarity extending throughout time and 
embracing the whole of humanity has become a fairly familiar 
idea.” ^ 

It is necessary, however, to inquire somewhat more closely into 
the success of the new doctrine in holding the attention both of 
the public and of economists. It is possible that the seed would 
have borne little fruit but for the presence of extraneous circum- 
stances which helped to impress the public with a sense of the 
importance of these new theories.*" 

Nothing has left a deeper impression upon the public or afforded , 
a better illustration of the infinite possibilities of the ncv.’ doctrine 
than the study of bacteriology. The prevalence of certain contagious 
maladies or epidemics had been too terribly prominent in the history 
of -the human race to require any confirmation ; but it was some- 
thing to learn that the most serious diseases and maladies of all 
kinds were communicated from man to man by' means of innsible 
bacilli. It was now realised that men who were supposed to be 
dying a natural death were in reality being slowly murdered. It 
was with something like horror that men learned that the consump- 
tive, 'the hero of a hundred sentimental talcs, everj* day expectorated ■ 
sufficient germs to depopulate a whole town. Such “ pathological ” 
solidarity is being more closely interwoven every day by the Cv*er- 
increasing multiplicity and rapidity of the means of communication. 
The slow caravan journey across the desert was much more likely 
to destroy the vitality of the bacilli picked up at-LIecca than the 
much more rapid railway journey of the future, which will speed 
the pilgrim across the sandy wastes in a few hours. The traveller 
of former days, who went either afoot or on horsebaclr, ran less 
risk of infection than liis descendant of to-day, who perhaps only 
spends a few hours in the metropolis. 

* Discovrt BUT VEsprit positif. In the Court dt Philosophic bo frankly p&yp 
it this well-deserved compliment; “ It is a truly capital idea, end thoroughly 
modern too.” 
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Sociology has also brought its contingent of facts and theories.* 
The sociologist stakes his reputation upon being able to prove that 
the fable of the body and its members is no fable at all, but a literal 
transcription of actual facts, and that the union existing betvreen 
various members of the social body is as intimate as that ■^vhich 
exists between the different parts of the same organism. Such is 
the fullness and minuteness with which the analogy has been pushed 
even into obscure points of anatomical detail that it is difficult not 
to smile at the naivefi of its authors. It is pointed out that so close 
is the resemblance between the respective functions in the two 
casta that the term “ circulation ’* does duty in both spheres, and a 
comparison is instituted between nutrition and production, reproduc- 
tion and colonisation, and accumulation of fat and' capitalism. In 
Florence during the Middle Ages the bourgeois were spoken of as 
the fat people, the workers as the small people. The organs also 
are verj* similar. Arteries and veins have their counterpart -in 
the railway system, with its network of “ up ” and “ down ” 
lines. The nervmus system of the one becomes the telegraphic 
.system of the other, with its rapid communication of news and 
sensations. The brain becomes the scat of government, the 
heart is the bank; and between the two, both in nature and in 
society, there is a most intimate connection. E%'en the white 
corpuscles have a prototj'pe in the police force, whose duty is to rush 
to the seat of disorder and to attempt to crush it immediately. 

The sociological analogy, ingenious rather than sdcntific, did 
not have a verj' long vogue.® But it has at least supplied a few 
conclusions which are thoroughly well established, and which serve 
as the basis of the solidarist doctrine. Among these we may 
mention the following : 

(c) That solidarity in the sense of the' mutual dependence of 
members of the same body is a characteristic of all life. Inorganic 
bodies are incomplete simply because they are mere aggregates. 
Death is nothing but the dissolution of the mysterious links which 

* Social biologv dates from tho publication of Proft^or SchafOc's great 

^rk txr.d tozialen Kerptrs {1S“ 5-78) ; possibly from Ibo publication 

of Boabertus’e work — at any rate, Rodbr-rtus accjises SebaSe of pk-giarism. Sre 

, also Spencer’s Prir.-ipUf oj Aristotle had already ventured to ray 

that “an animal i.s ja=t like a well-ordered city,” & proposition that might well 
b-e inverted. 

* There are still r, few adherents left. Sco M. Wonu-s’s book, Oryr.cimie eJ 
Socittl, and Lilifufcld's PaiI.elyjit 

Herbert Spencer, who was the pioneer of tho analogy, had abandonc-d it ; 
and Auguste Comto, the godfather of sociology, took good care to put eociologisfa 
on their guard tho method, which he considert-d irrstiomd. 
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bind together the various parts of the living organism, with the 
result that it relapses into the state of a corpse, in which the various 
elements become indifferent to the presence of one another and are 
dissipated through space, to enter into new combinations at the 
further call of nature. 

(6) That solidarity becomes more perfect and intimate with every 
rise in the biological scale. Completely, homogeneous organisms 
scarcely differ from simple aggregates. They may be cut into 
sections or have a member removed without suffering much damage. 
The section cut oft will become the centre of independent existence 
and the amputated limb will grow again. In the case of some 
organisms of this kind reproduction takes the form of voluntary or 
spontaneous segmentation. But in the case of the higher animals the 
removal of a single organ sometimes involves the death of the whole 
organism, and almost always imperils the existence of some others. 

(c) That a growing differentiation of the parts makes for the 
greater solidarity of the whole. Where every organ is exactly alike 
each is generally complete in itself. But where they arc different 
each is just the complement of the other, and none can move or 
exist independently of the rest. 

One has only to think of the treatment meted out to the 
innovator by primitive tribes to realise the tremendous solidarity 
of savage society. The “ boycotting ” familiar in civilised countries 
provides a similar example. 

Political economy, in addition to an unrivalled exposition of 
division of labour (which, as we have seen, was not unknown in 
classical times), has adduced several other incidental proofs of 
solidarity, such as bank failures in London or Paris and short time 
in the diamond or automobile industry as the result of a crisis in 
New York or an indifferent rice harvest in India. To take a 
simpler case, consider how easy it would be for the secretary of an 
electrical engineers’ imion to plunge whole cities into darkness. 
The general strike, the latest bugbear of the bourgeoisie, owes its 
very existence to the gromng sense of solidarity among working men. 
A suiBcient number of workmen have only to make up their minds to 
remain idle and society has cither to give way to their demands or 
perish. 

Add to this the remarkable development which has taken place 
in the spreading of news and the perfecting of telegraphic com- 
munication, by which daily and even hourly men of all nations are 
swayed with feelings of sorrow or joy at the mere recital of some 
Etarlling incident which formerly would have influenced hut a ven' 
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small number of people.^ Sucb agencies are not unTrorthy of com- 
parison with those subtle human sympathies which are known by 
the name of spiritualism or telepathy. Thus from every side, from 
the limbo of occultism as well as from the full daylight of everyday life, 
the presence of numberless facts goes to show that each for all and 
all for -each is not a mere maxim or counsel of perfection, but a 
stem, practical fact. The good or bad fortune of others involves our 
own well-being or misfortune. The ego, as someone has said, is a 
social product. These are some of the founts from which the stream 

of solidarism take its rise. 

.. • 

But that is not all. The doctrine of solidarity had the good 
fortune to appear just when people were becoming suspicious of 
individualist Liberalism, though unwilling to commit themselves 
either to collectivism or State Socialism. 

In France especially a new political party in process of formation 
was on the look-out for a cry. The new creed which it desired must 
needs be of the nature of a via media between economic Liberalism on 
the one hand and socialism on the other. It must repudiate laissez- 
faire equally with the socialisation of individual property ; it must 
holdfast to the doctrine of the rights of man and the claims of the 
indhddual while recognising the wisdom of imposing restrictions 
upon the exercise of those rights in the interests of the whole com- 
munity. This was the party which called itself Radical then, but 
now prefers to be known as the Radical-Socialist party. German 
State Socialism as expounded about the same time was closely akin 
to it. But the German conception of the State as something entirely 
above party was an idea that was not so easily grasped in France as 
in Prussia. History in the two countries had not emphasised the 
same truths. Solidarism, so to speak, is State Socialism in a French 
garb, but possessed of somewhat better grace in that it docs not 
necessarily imply the coercive intervention of the State, but shows 
considerable respect for individual liberties.* 

‘ “Tho enormous development of steam communication and the spread of 
the tciegrap'b over the tvhoie globe have caused modem industry to develop 
from a gigantic starfish, any of vrhose members might be destroyed rrithout 
affecting the rest, into a vrhich is convulsed in agony by a slight 

injury in one part.” (Nicholson, EJftcU of McdiiTtery on ITcjm, p. 117.) 

* It vras in ISSO, if ve mistake not. that the term “ solidarity " vas proposed 
as the title of a nev.- economic tchc-ol in a lecture entitled L’Ecolc ncnivdU. Tois 
lecture vras puLlish-cd, along vith othem, in a small volume entitled Quairt ttohi 
Geneva) (h’Peefe hbircle, by Fr6deric Passy ; L'Ecdt 
cziho'iqnf, by Gandio Janne-t ; L'Sede fodalitie, by 3L Slic-gler ; and L’Bcd’ 
nonvillf, by M. Gide). The characteristics of the various schools are summed 
up as folIovTo : The one is the school of liberty, the other of authority. 
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The nevf word performed one final service by usurping the 
functions of the term “charity,” which no one was anxious to retain 
because of its religious connection. The other term, “fraternity,” 
which had done duty since the Revolution of 18-18, was somewhat 
antiquated by this time, and charged with a false kind of sentimen- 
talism. The word “solidarity,” on the contrary, has an imposing, 
scientific appearance without a trace of ideology. Henceforth every 
sacrifice which is demanded in the interests of others, whether grants 
to friendly societies or workmen’s associations, cheap dwellings, 
workmen’s pensioils, or even parish allowances, is claimed, not in the 
interests of charity, but of solidarity. And whenever such demand 
is made the approved formula is always used — it is not a work of 
charity, but of solidarity, for charity degradeth whereas solidarity 
lifteth up. 


II : THE SOLIDARIST THESIS 

The current is seldom very clear when the tributaries arc numerous, 
and the stream must deposit its sediment before it becomes limpid. 
So here much greater precision was needed if the doctrine was ever 
to become general in its scope or even popular in its appeal. 

M. L4on Bourgeois, one of the leaders of the Radical-Socialist 
party, to his eternal credit attempted some such clarification by 
employing the term “ solidarity,” hitherto so vaguely metaphysical, 
in a strictly legal fashion to designate a kind of quasi-contract. 
Quite a sensation was caused by M. Bourgeois’s work — n result due 
alike to the prominent position of the author and the opportune 
moment at which the book appeared. The greatest enthusiasm 
was shown for the new doctrine, especially in the universities and 
among the teachers in 100,000 elementary schools. An equally 
warm welcome was extended to it in democratic circles, where the 
desire for some kind of lay morality had by this time become very 

while the third is the school of equality. Gide then proceeds t “ Were I nsked 
to define what I understand by tho Now School in a single word, I sliouid c.ill 
it tho Solidarity School. Unlike liberty, equality, and fraternity, solidarity 
is not a very high-aounding word, nor is it a mere ideal. It is just a fan, ono 
of the best-established facta of history and experience, and tho most important 
discovery of our time, and this fact of solidarity is becoming better eatabliEhcd 
every day.” 

It would have been bettor, perhaps, to have spoken of a new movement 
rather than of a new school, seeing tho variety of schools, some of them actually 
opposed to ono another, such as the school of Biological Naturalism and the 
Christian school, the Anarchist school and the Stale .Socialist school, that have 
adopted solidarity as a part of their creed. 
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strong. It becomes necessari*, accordingly, to give s more detailed 
analyrfs of tte tbeory than Iras possible svithin the compass of the 
small volume in vhich it vras first expounded.^ ' 

In the first place it must be noted that the doctrine connotes 
something more than the mere application or extension of the idea 
of natural solidarity to the social or moral order. On the contrary, 
it is an attempt to remove some of the anomalies of natural solidarity, 
A firm belief in the injustice of natural solidarity, or at least a 
conviction that things are so adjusted that some individuals obtain 
advantages vhich they by no means deserve while others are 
burdened with disadvantages which are none of their seeking, lies 
at the root of the doctrine. There is a demand for intervention hi 
order that those who have benefited by the accidents of natural 
solidarity should divide the spoils with those who have been le^ 
fortunate in drawing prizes in the lottery of life. It is for Justice to 
restore the balance and correct the abnormalities which a ficHe sister 
has created. Just as it has been seen that man may utilise the forces 
of nature, against which he formerly was wont to struggle, to further 
his own ends, so solidarity puts forth a claim for the co-operation of 
Justice to correct the anomalies begotten of brute strength, believing 
that only in this way is real advance possible or any kind of impro%‘e- 
ment even remotely attainable. 

Natural solidarity* tells us that asa resultof thedivision of labour, 

* JL L4ca Barzrgeoh’s La jSoIid'iriit appsarcd origrcallv as a series of srticlss 
contributed to the SovteJle Beme in 1S95. Tiisse were published in book form 
in the following year. Tbs different aspecte of the qnesticjn have been dealt 
with in a series of lecttcrss delivered by various authors’ at the Ecole des Hautes 
f tudas sociales under the preddsncy of 3L Bourgeois hinxseli, and published in 
a volume entitled Etsoid'uneFhilotophie de Ic SolidariU (1S02). An association 
for the propagation of tbs new ideas was founded in 1S95 under the name of La 
Societe d’fiducation sociale. An International Congress was called together on the 
occasion of the 1900 Exposition, but since then the signs of activity have been few. 

French books and articles dealing with the subject are plentiful enough. 
We can only mention La Solidariii toctoJe ti re« NonreHet Formelcs, by IL 
dEichthsl (1903); the annual report of L’Acadfmie d^ Sciences morales et 
politiques for 1903 ; M, Bougie’s book. Le Sd!idcrzerr.e (1907) ; and Flenrant’s 
Lo SoU'dariti (1907). There is hardly a manual for teachers published which 
does not contain a chapter devoted to this qnestion. 

* “ The fact that such a thing as natural solidarity eiisfE should not be 
taken to imply that it must necessarilv be just. Justice can never be realised 
unless the laws of solidarity are first observed ; hut once these have been 
established, their effects must be modified to make them conform to the require- 
ments of justice. The actual and the ideal should never be confused ; fheysre 
the dirc-ot contraries of one Mother. But it is absolutely necessary that the 
first should be established before we can realise the moral necessity for the 
other.” (Bourgeois, Philorophie, de la Solidariie, pp, 13, 17.) 
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of the influence of heredity, and of a thousand other causes -which have 
just been described, every man o-wes either to his forbears or his con- 
temporaries the best part of -what he has, and even of -what he himself 
is. As Auguste Comte has put it, " We are born burdened -with all 
manner of social obligations.” Nor is it an uncommon thing to 
meet -with the word “ debt ” or “ obligation ” in the articles of the 
French Constitution. In the Constitution of 1793, for example, the 
duty of public assistance is spoken of as a sacred debt. But the 
term was loosely employed in the sense of noblesse oblige or richesse 
oblige, every indi-vidual being left free to carry out the obligation as 
best he could in accordance with the dictates of his own conscience. 
It is necessary, however, to transform the duty into a real debt, to 
give it a legal, status, and when^not voluntarily performed a legal 
sanction as well. If we are anxious to know exactly how this is to 
be done we have only to turn to Articles 1371-81 of the Civil Code, 
where in the chapter dealing with quasi-contracts we shall come 
across a section headed “ Of Non-conventional Contracts.” 

The title would seem to imply the validity of debts not explicitly 
contracted — that is to say, the existence of obligations which have 
not involved any volitional undertaking on the part of either party 
concerned. The first case, that of injury inflicted upon others, 
whether wilfully or not, is referred to as quaSi-misdemeanour, and 
other instances mentioned in the section are spoken of as quasi- 
contracts, Illustrations, which are plentiful enough, include pay- 
ments made when not really due, attention to the business of 
another without any definite mandate authorising such inter- 
ference, the obligation of the inheritor of property to pay off debts 
incurred by the pre-rious owner, the recognition of the common 
interest which people living in the same neighbourhood possess, 
and which also exists between those who own property and 
those who lease it, between those who use it and those who 
inherit it. 

Wherever anything of the nature of a quasi-contract exists we 
may be tolerably certain that it is the product of de facto or natural 
solidarity. Such solidarity may take its rise in the mere fact of 
propinquity or the mere feeling of neighbourliness ; but more often 
than not it involves a’ measure of control over the lives of others, 
which is one of the outstanding features of a rSgime of division of 
labour. Then follow the familiar phenomena, of fortunes amassed 
to the detriment -of others through the acquisition of unearned 
increment and the operation of the laws of inheritance — the source 
of so many inequalities. Nor must we forget the prejudicial effect 
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* 

of quasi-misdemeanonr upon the fortunes of others. The result h 
that the whole of society seems huilt, if not upon an original explicit 
contract, as Rousseau imagined, at least upon a quasi-contract ; and 
seeing that this quasi-contract receives the tacit submission of the 
parties concerned, there is no reason why it should not be legally 
binding as welL 

Now the existence of a debt implies that someone must pay it, 
and the next question is to determine who that someone ought to be. 

Obviously it can only be those who have benefited by the exist- 
ence of natural solidaritj' — all those who have amassed'a fortune, but 
whose fortune would be still to make but for the co-operation of a 
thousand collaborators, both past and present. Such indinduals 
have already drawn more than their share and have a balance to 
make up on the debit account. This debt should certainly be paid. 
It is aU the better if it is done voluntarily, as an act of liberality 
arising out of goddness of heart — gwVz bonus, as the Gospel narrative 
puts it, of the rich good man. But this is hardl}' probable. Most 
people will pay just when they are obliged to ; but such people have 
no right to consider themselves free, and no claim to the free disposal 
of their goods until they have acquitted themselves honourably.^ 
Individual property will be respected and free when every social 
debt which it involves has been adequately discharged, and not 
before then.* Until this is done it is useless to speak of the existence 
of competition. 

The next question is to determine who is to receive pajrment. 
Payment ought to be made to those who, instead of bene- 
fiting by the existence of natural solidarity, have suffered loss 
through its operation — the disinherited, as they are rightly called.* 
All those who have not received a fair share of the total wealth 
produced by the co-operation of all naturally find themselves in 

‘ “ There are some debts which are hardly noticed at all, but which onghf to 
be paid all the same.” {Bourgeois, Philosophiede la SoUdariti,]^.^.) “There is s 
real claim where we thonght there was only a moral obligation, and a debt where 
we thonght there was only a sacrifice.” As the Gospel says : “ Unto whomso- 
ever much is given, of him shall be much required.” (Luke xii, 48.) “So 
that ye come behind in no gift.” (1 Corinthians i, 7.) 

’ “ Ko man is free as long ns be is in debt. He, becomes free the moment 
he pays off that debt. The doctrine of solidarity is just the corrective of the 
theories of private property and individual liberty.” (Bourgeois, op, ci{.,-p. 45.) 

* M. Bourgeois also points out that just as onr ancestors were indebted to 
as, BO are we indebted to those that shall come after ns. But that is a different 
thing, and the theory does not seem very sound on this point It is strange 
to thmk that creditors long since dead should transfer the debt which was owing 
to them to the credit of generations yet unborn ! 
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the position of creditors^ It is not easy to name them, perhaps, but 
the State can reach them a helping hand in a thousand different 
ways. State action of this kind was formerly spoken of as public 
assistance ; nowadays it is termed solidarity or mutual insurance. 

The payment may take the form either of a voluntary contribu- 
tion to help some solidarist effort or other, or an obligatory contribu- 
tion levied by the State. Some advocate progressive taxation, for 
if it be true that profits tend to grow progressively in proportion as 
an increase in the variety and strength of the means of production 
takes place, why not a progressive tax as well ? ^ Besides, the tax 
would be of a semi-sacred character, because it would mean the 
discharging of an important social debt. Nor is there anything 
very extravagant in the demand that the State should see that 
everyone makes a contribution in proportion to his ability, seeing that 
the natural function of the State is to be the guardian of contracts.® 

It is still more difficult to assess the rate of payment. The 
conditions under which pa}nment would be made, s'ays M. Bourgeois, 
would be such as the associates themselves would have adopted 
had they been free to discuss the terms of their engagement. In 
other words, everything must be regulated as if society were the 
result of an express convention, or rather of a retroactive contract 
mutually agreed upon. The difficulty is to determine the conditions 
which individual associates would demand as the price of their 
adhesion to the terms of the contract. We shall have to imagine 
what they would demand were they able to make fresh terms. 

But we are not much farther ahead after all, for the individual 
himself knows nothing at all about it. Renouncing the attempt to 
solve the insoluble, one has to fix some kind of minimum claim which 
the disinherited may reasonably expect to see fulfilled. Such a 
minimum claim would be a guarantee against the ordinary risks of life. 
Society would become a kind of association for mutual insurance, 
with the good and bad fortune spread out equally over everybody.® 

• Bourgeois, op. p. 9f. 

• Even tlio testa of the Civil Code Bcem to point to some such theory. 
Article 1370, in addition to the cases of quasi -con tract and quasi-miEdemeanour 
of which it spcalcs, also mentions “ law ” as a general cause of obligation. 

• “Wherever it is impossible to fix definitely the value of the personal effort 
put forth by a single individual, as in the case of a qua-si -contract — that is, 
whenever it is impossible to determine the value of the debt on the one hand or 
the credit on the other — (he heel plan is to pool those ri-sks’and advantages. This 
would mean that none would know who is really bearing -the risk or who is 
reaping the advantage-s, the risks being shared by everybody and the advantages 
being thrown open to everyone.” {Ibid., p. 81.) 

The end of the quotation apparently contradicts the statement we have 
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But a quasi-contract is something very different from this. 
Contracts and quasi-contracts are based upon the giving and receiving 
of equivalent values, do ui des, whereas mutual insurance is a kind 
of substitute for direct liability. A contract is essentially indivi- 
dualistic — ^mutualism is primarilv’^ socialistic. 

This idea of a quasi-contract contributed not a little to the 
success of M. Bourgeois’s theory, but it makes no vital contribu- 
tion to the doctrine itself, and he might verj' easil}’’ have omitted 
it altogether.^ It is nothing better than an artifice, almost a logo- 
mach3% invented for the express purpose of affording some kind of 
justification for demanding a legal contribution by treating it as 
an implicit or retroactive contract. It is more of a concession to 
individual liberty than anj’thing else. A taxpaj’^er grumbles at a 
tax which goes to provide pensions for the old, but it is pointed 
out to him that the contribution is owing from him in virtue 
not of an explicit agreement perhaps, but at least of a quad- 
agreement. 

But what useful purpose can be served by such ironical subter- 
fuge ? If it can be shown that owing to inferior moral education 
the law must have the making of a conscience for those who have 
none, and must enforce a certain minimum of social duties which 
appear necessary for the preservation of life and the perpetuation of • 
social amenities, what is that but a form of State Socialism ? If it 
is pointed out, on the other hand, that moral progress consists in 
transforming debts into duties ^ rather than vice versa, one readily 
realises that it is best to multiply the number of free institutions of 
a solidarist complexion, such as mutual aid and co-operative societies, 
trade unions, etc. 

Another objective which the quasi-cohtract theory had in view 
was to supply the debtor with a kind of guarantee that nothing 

italicised, in which he speaks of pooling risks and advantages. With regard to • 
the latter, it is enough, apparently, to seenre equal opportunity. It is not very 
obvious why the principle should be so rigidly enforced in the one caSe and so 
reluctantly in the other. If the principle of solidarity holds me resjjonsible for 
the degradation of the drunkard in the one case, is there any reason why I 
should not be allowed to share in the good fortune of the lucky speculator in 
another T Is it because the logical application of this principle wonld directly 
lead to couunmiism ? 

^ One should add that the word “ quasi-contract ” is not so frequently used 
by M. Bourgeois as it is by his disciples. As in many another instance, the 
disciples have outdone the master. In his PhilosopTiie de la Solidariii he scarcely' 
uses the term at aO, but seems to prefer to speak of mutualisation. 

* Such seems to be the ideal of Guyan, the philosopher, in his charming 
rolumc, JE'/jutwe tTune Morale sans Obligation m Sanction. 
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would be required of him beyond the exact equivalent of his debt.’ 
But, as we have already noted, it would be a somewhat illusorj' 
guarantee, because it is almost impossible to determine the amount 
of the debt in the first place. Since the amount of this debt is in 
some way to be fixed by law it may be well to begin with it. 

Should the legislator find himself driven to accept M. Bourgeois’s 
valuation, the demands made upon the taxpayer will not be so 
exorbitant after all. The whole mass of obligations is summed up 
under three heads : 

1. Free education for all classes of the community. Intellectual 
capital more than any other kind of capital is a collective good, and 
should never be other than common property, upon which every 
one may draw whenever he wishes. A necessary corollary- would 
be a shorter worldng day. 

2. A minimum of the means of existence for everybody. It is 
difficult to imagine a retroactive contract which refuses to grant 
men the right to live. Regarded in this light, the “ guarantism ” of 
Sismondi and Fourier, the “ right to work ” of Louis Blanc and 
Considerant, gain new significance and throb with fresh vitality, 

3. Insurance against the risks of life, which, being fortuitous, are 
escaped by none. We know the promptness with which the feeling 
of kinship is aroused whenever one of these accidents happens on a 
scale somewhat larger than usual and assumes the proportions of a 
catastrophe. Why should it be otherwise when a single individual 
falls a victim to the fickleness of fate ? 

If M. Bourgeois has given his theory a distinctly politico-legal 
bias, M. Durldieim has taken good care to approach the question 
from the standpoint of moralist and sociologist, • 

M. Durkheim draws a distinction between two kinds of 
solidarities. 

The first of these, which he regards as a quite inferior type, 
depends upon external resemblances, and is of a purely mechanical 
character, like the cohesion of atoms in a physical body. The other, 
which consists of a union of dissimilars, is the result of division of 
labour, and of such is the union bctw’cen the various members of 
the human body. Durkheim regards this kind of unity as of 
i m mense significance, not so much because of its econonoic conse- 
quence as of its important moral results, “ which might even supply 

» “ The only thing that justice demands is the payment of debt ; beyond 
that wa have no right to impose any obligation whatsoever.” {Bourgeois, op, 
cit,, pp. 45 and 66.) 
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the basis of a new moral order.” Seeing that indiWduals reallr 
follow divergent paths, the struggle for existence, cannot be quite 
so keen as it is generall3' supposed to be,^ and this differentiation 
between the individual and the m,ass enables the former to dissociate 
himself from the collective conscience. Durkheim’s desire was to 
see the new ethic developed by the professional associations ; hence 
the important role which trade unionism holds in his phi!osoph^^ 
Without disputing the validity of the distinction thus made, we 
may be allowed to question the advisability of treating one kind 
of solidarity with such contempt and of showing such enthusiasm 
for the other. Our hope is that the future lies with the-former kind. 
For what is the object of evolution if it is not to make what seems 
similar really alike? The world is not merely marching in the 
direction of greater differentiation; it is also moving towards a 
deeper unit3^ This seems a well-established fact, at least so far as 
the physical world is concerned. Mountains are brought low and 
the hollow' places fiUed. Heat is dissipated throughout space, 
causing minute gradations of temperature, and the establishment of 
a kind of final equilibrium.® The same law applies to human 
beings. Differences of caste, of rank, of manners and customs, of 
language and measmrements, are everywhere being obliterated. And 
it seems by this time a tolerably well-established fact that the 
wars of the past were wars between strangers — strangers in race 
or reli^on, in culture or education — and consequently it was 
between people who were dissimilar that they appeared most 
violent. Therefore the march towards unity also represents a 
movement in the direction of peace.® 

^ “ Thanks to this fact, rivals need not seek to eliminate one another, but 
may well be content to exist side by side. Specialisation is nndertaken, onr 
anthor thinks, not with the idea of prodncing more, as the economists seem to 
teach, bht merely with a view to enabling ns to exist under the new conditions 
of life which await ns.” {Division du Travail.) , . 

* “ Every brook that flows, every lamp that bums, every word spoken, 
every gesture mads, betokens a movement in the direction of the greater 
uniformity of the universe.” (Lalande, La Dlssolvlion.) 

* This is the sense in which solidarity bos been understood by the Lausanne 
philosopher Charles Secretan, in his brok £c Civilisaliim d la Crmjanct, and 
the same point of view has been adopted by M, Alfred Fomllfe- , “ Solidarity,” 
writes Fouillee, “ has all the practical value of an ideal force. The recognition 
of the profound identity which pervades humanity and the adoption of an ideal 
of perfect unity as the supreme object of rational deisire must assume the form , 
of a duty in the eyes of every human being, "We should anticipate the nnity 
of the human race, which is as yet far from being realised, and which will never 
be perfect perhaps, by acting as if we were already one.” {Levus dtt Dtva 
Monies, July 15, 1901.) 
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Such a conception of solidarity seenas more akin to the ideal 
which we have formed respecting it, and has by far tire greatest 
moral value; for if I am to be responsible for the evil that has 
befallen another, or to be considered an accomplice in the evil 
which he has done, that can only be just in proportion to the 
extent to which that other is also myself.* The practical result 
will be a preference for such modes of association as will group men 
together according to some general characteristic — a co-operative 
association rather than a trade union ; for while the interest of the 
latter is in opposition both to that of the producer and that of the 
public, the method of association in the former case is the most 
general imaginable, for everyone at some time or other must be 
regarded as a consumer. 


Ill : THE PRACTICAL APPLICATION OF 
SOLIDARIST DOCTRINES * ’ 

Theue is no such thing as a Solidarist school in the sense in which 
we speak of a Historical, a Liberal, or a Marxian school. Solidarity 
is a banner borne aloft by more than one school, and a philosophy that 
serves to justify aims that are occasionally divergent. As we have 
alreadyhad occasion to point out, the solidarists are more of a political 
party than a doctrinal school, and their best work has been done in 
association with the Radical-Socialist party. Behind them is the State 
Socialist or “ interventionist ” school. It has been suggested that the 
social legislation of the last twenty years, such as the regulations 
governing the conditions of labour, factory and general hygiene, in- 
surance against accidents and old age. State aid for the aged and the 
disabled,® the establishment of societies for mutual credit, rural banks 

* Auguste Comte, in his usual authoritative manner, declared that solidarity 
rests upon the fact that' men can represent one anotheri and consequently may 
be held responsible for one another. 

* See a collection of addresses by various authors published under the title 
of Let Applicalxont toeialet de la Soliiaritl (1904). 

* These laws of public assistance arc among the most remarkable practical 
manifestations of the solidarist movement. They are quite a new feature in 
Frenoh pnblic life, and until their appearance relief, whether given by the State, 
the department, or the' commune, was purely pptional (except in a few isolated 
cases, such as in that of waifs and strays). To mention only the principal ones in 
France, the law of July 15, 1893, made relief in the form of medical attendance for 
all destitute invalids obligatory upon the communes. The law oh July 14, 1905, 
extended a similar benefit to all invalids and to all persons over seventy yean 
of age in the form- of pensions varying in amount from 60 to 240 francs per 
jinnum (360 in Paris).' Finally, the law of April 5, 1910, secures a pension to all 
workmen at the ago of sixty, the charge being divided between the State, the 

B.D. ' U 
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and cheap cottages, and school clinics, all of which are the direct 
outcome of preaching solidaritj% as well as the grants in aid of these 
objects which are paid out of the progressive taxation levied upon 
inherited w'ealth or extraordinary incomes of such as have plucked 
the fruit from the tree of civilisation to the deprivation of those 
who caused that fruit to grow, should be known as “ the laws of 
social solidarity.” 

Nor are workmen the only class who are likely to benefit by the 
adoption of this principle. The Protectionist or Nationalist party 
claims to be the partj’^ pf solidarity, as well as the mutualists, who 
employ the term oftener than anyone else. When the taxpayer 
complains about the taxes which he has to pay in order to grant a 
bounty to certain proprietors or manufacturers, and the consumer 
grumbles because the levying of import duties results in increasing 
his cost of living, the reply is that the spirit of solidaritj' demands 
that preference should be given to their own kith and kin.^ 

Fiscal reform, with its twofold attribute of a progressive tax at 
one end of the scale and total exemption at the other, also claims to 
be solidarist. Progressive taxation is justified on the ground that 
those who have made their fortunes are the debtors of society, 
while exemption at the other end is only fair, seeing that the dis- 
inherited have nothing to give, but have already a strong claim 
upon society. 

However closely akin to State Socialism practical solidarism may 
appear, the fact that the latter may achieve its results merely by 
means of associationism is sufficient to distinguish it from the 
former. The result is that it has given quite a fresh impetus to the 
associative movement. S3mdicalists, mutualists, and co-operators 
vie with one another in their anxiety to swear allegiance to. the 

employers, and the workmen themselves. It is a kind of payment made fay the 
members of the present generation to the snrvivois of a past one. This relief is 
clearly of the natnre of a social debt, and jnstifies ns in treating it as the ont- 
come of a qnasi -contract, for on the one hand it constitute an obligation fixed 
by law on the part of the commune, the department, or the State, as the case 
may be — an obligation which they cannot escape — and on the other hand a right- 
on the part of the beneficiary, as in the case of a creditor in an action for the 
recovery of debt. 

^ A very curious application of this national solidarity has come to light 
quite recently. Formerly the French Government would only sanction foreign 
loans if the borrowing country promised to apply some part of its funds to French 
industry. That meant linking the rentier and the French manufacturers by a 
forced kind of solidarity, the first being unwilling to lend money unless that 
money in some way returned to the second person for goods purchased. This 
re Just where the claim of the workers, who justly demand a minimum wage, 
cornea in. 
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State should delegate to them the task of establishing workmen’s 
pensions and of dispensing State aid. Containing as the}’ do some 
members of the middle classes as well as employees, they show no 
pronounced revolutionary leanings, nor have they even a plan of 
social reorganisation. 

Co-operation, on account of its scope and the variety of its 
aims, has some claim to be regarded as in a measure a reah'sation 
of the ideals of solidarism. But co-operation presents a twofold 
aspect with different programmes and aims that are not always 
easily reconcilable. The oldest movements in which the fraternal 
tradition of 1848 may still be viewed in all its pristine ^dgour are the 
producers’ associations, of which we have already spoken. Their 
ideal is to emancipate the worker by setting up a kind of 
industrial republic, and they make a practical beginning with 
“ guarantism,” which Sismondi expected the masters to give and 
which Fourier thought would naturally follow the establishment 
of the Phalanst^re.^ But however rosy the prospects may be they 
can never affect more than a very small proportion of the working 
classes. 

Distributive societies have met with a greater measure of success. 
Their membership is reckoned by the mUh'on, and in some towns in 
England, Germany, and Switzerland the members actually comprise 
the majority of the population. Such is the colossal magnitude of the 
“ wholesale ” that it might even alter the whole character of com- 
-mercial organisation — that is, if we are to judge not merely by the 
record of its transactions, but also by the feeling of awe which it 
inspires in the minds of merchants in all countries, who are already 
claiming the protection of their 'respective Govemrnents. Although 
the number of such societies is rapidly increasing in France, they 
have never had quite the same practical influence there, simply 
because they have been lacking in the true spirit of solidarity. 
Curiously enough, these French 'co-operators have formulated a 

an element of benevolence which is not exactly mutual and which is rightly 
connected with the superior modem principle of social solidarity, but which 
none the less justifies the application of the law of 1836.” 

* Solidarity is just an empty word if it is not snpported by special organisms 
which can render it effective. This is why workmen’s associations have deemed 
it nece3S2iTy to estabh'sh what they call ‘ guarantism.’ . . . 

“ The most nnmistakable manifestation of soUdarity consists in the employ- 
ment of a part of the wealth produced by labour in order to repair the poverty 
caused by the deficient organisation of labour, which leaves the worker and his 
family liable to the aeutest suffering whenever illness, old age, or misfortnne 
crosses their paths.” (Programme on the cover of a journal known as TJAesodG' 
iion ouvriire, the organ of the producers’ associations./ 
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most ambitious programme of social reform, which is wholly inspired 
by the experience of the Rochdale Pioneers.* 

^ This co-operatiat programme is generally known in Franco as that of 
the likjole de Nlmea. Reaily it is a development of the suggestions thrown 
out by the Rochdale Pioneers in 1844. JL Bourgeois, who gives it a place 
in his Syatimta socialislet, considers that it is a little indefinite. It seems to 
ns, on the other hand, to bo about as precise as any of the other socialist 
systems that attempt to envisage the future ; and it has this advantage, that its 
prophecies are already in proci^ss of realisation in a fashion that is most unmis 
takahie. See a brief rlsumi of the programme in a lecture by Gido on the 
ocoasion of the centenary of the French Rovolntion, published in the voluint* 
entitled Oo-opixaiion [Du Tranafonmlions qve la Co-ofiraiion ut appille & 
rialUer dam I Ordre iamomique). 

The task of reorganising society belongs, not to the producers, but to the 
oonsumers, for while the former are inspired by the co-operative spirit, the latter 
are imbued with enthusiasm for the general well-being. Consumers have only 
to unite and all their wants are satisfied just in the way they desire, for they can 
either buy directly from the producers all that they need, or they can, when 
they have become sufliciently rich and powerful, produce for themselves in 
their own factories and on. their own lands. This would mean the abolition of 
all profits, those of middlemen and manufacturers alike. The societies would 
retain only as much as would be necessary for the furi her ortension of the move- 
ment, returning all the rest to the consumers in pioporiion to the amoimt of 
their purchases. Wo have already hod ocoasion to note how this idea of the 
abolition of profits had haunted Jolm Stuart Hill, and how it scorned linked 
with an entirely now phase of social evolution, to v/hich he gave the name of 
the “stationary State.” We have also witnessed the Hedonists’ arrival at 
exactly the same conclusion, though along a directly opposite path, namely, 
that of absolutely free competition. 

We must not lose sight of the fact that this revolution is accomplished 
without affecting the foundations of the social order — property, inheritance, 
interest, etc. — and without having recourse to any measure of expi-opriaCion save 
such as naturally results from the free play of present economic laws. Co- 
operators have no desire to interfere with accumulated copitol, their aim being 
merely to form new capital which shall render the old useless. If existing 
capital is merely accumulated profits made out of labour, why should not labour 
itself make a profit, and this time keep it for its own use t 

Complaints have been made that a system of this kind, oven if it were reoliDod, 
would not nsult in the abolition of the wage-earner, seeing that the workers 
would still be employed, the only difference being that their employer would 
be a society instead of on individual. Tho reply is that a person who works 
for a society of which ho himself is a member is very near to being his own 
master. 

Jloreover, has anyone a right to raise this objection 7 The upholder of tho 
present economio order certainly has not when we remember that he considers 
tho wage contract to ba tho definite typo of pure oontract. Neither are the collec- 
tivists entitled to make it, for under their syotem everybody would he a civil 
servant. Hence the only persons who are really justified in making this criti- 
cism are those who believe that the future will see an increase in tho number 
of independent proprietors. The reply that wo would make to them is this t 
The only hope of seeing this realised — which is also the ideal ofsomeeo-opetators— 



808 The Solidaeists 

\ 

The gospel of solidarity has even penetrated into the rural 
districts, and although the temperament of the peasant is strongly 
individualistic it is already beginning to bear firuit in the shape of 
numerous associations of various kinds. The most interesting of 
these is the mutual credit society, -which implies collective respon- 
sibility for social debts.^ 

This by no means exhausts the practical consequences of the 
solidarist ideal. One notable result -which has already shown itself 
is a serious modification of the -whole conception of the rights and 
attributes of private property. The old formula in which property 
was spoken of as a social trust rather than as a strictly' indi\'idualistic 
right at the dominium ex jure Quiriiium, but which until quite 
recently was nothing- more than a mere metaphor, becomes a reality 
under the inspiration of this new doctrine of solidarity. Once it is 
realised that property is simply the result of the unconscious co- 
operation of a large nrunber of causes, most of which are impersonal, 
the tendency will be to eliminate it altogether or to adapt it more 
and more to collective ends. M. Alfred Fotullee,^ a French philo- 
sopher, aptly put this aspect of the question when he spoke of social 
co-proprietorship being grafted on to individual property. 

The modifications introduced into the study of jurisprudence 
by emphasising its solidarist aspect are occasionally spoken of as 
“ juridical socialism,” a term that is not very^ clear, to say the least. 
The jurists who have undertaken the task of applying this new 
principle to the study of jurisprudence have not merely adopted the 
quasi-contract theory as the basis of their work of reconstruction, ^^ 
but have also refused to recognise any absolute rights of property ; 
in other words, they claim that the proprietor has other responsi- 
bilities besides the mere exercise of those rights {qui mo jure uiiiur 
neminem Icedere videlur). 

Instead of emphasising the new principle kno-wn as the “ abuse of 
rights,” they prefer to claim the complete subjection of aU private 
rights to the public weak They point to a thousand instances in 

is to set up producers’ associations under the control and protection of consumers’ 
societies. In fact, a rigime of federated co-operative societies is not incom- 
patible with the maintenance of a certain amount of autonomous production, 
thanks to various considerations which need not be detailed here. 

^ In France this rule of solidarity has as yet only been adopted^by a Cafhoh'c 
group of credit societies known aa tbe Union Durand. It may be practised by 
s few other societies there, but it is quite obviously the exception, whereas' in 
some German societies and in Italian and S-wiss associations the rule is always 
followed — another proof that although the idea is French in origin -ws must looi 
elsewhere for practical applications. 

• Ln Proprieii eociah ei la DemocTOtie. 



■ Criticism 607 

which a proprietor ought to be held responsible, though through no 
fault of his o-^vn, for the results following from the discharge of his 
economic duties.* The existence of such a thing as an acquired 
right is also denied, chiefly on the ground that fictitious rights of 
this kind bar the way-to progress by setting up a claim for indemnity,* 


IV: CRITICISM 

Notwithstakding the popularity of the term “ solidarity ” and the 
numerous attempts made to give effect to the doctrine of which wc 
have just given a summary account, it would be a mistake to 
imagine that the theory has met with sympathy everywhere. On 
the contrary, it has been subjected to the liveliest criticism, especially 
by the Liberal economists. 

It is not that the Liberals deny the existence of solidarity or 
disapprove of the results which follow from its operation. The 
discovery of the law of solidarity under the familiar aspect of 
division of labour and exchange constitutes a part of their own 
title to fame, and extravagant were the eulogiums which they 
bestowed upon its working. 

They do, hov/ever, hold firmly to the belief that economic 
solidarity is. quite sufficient, and that it is also the best imaginable, 
despite the fact that it may be our duty to organise it afresh. Is it 
possible to improve upon a system of division of functions which 
gives everyone, every day of his life, the equivalent of the service 

* Tho result is tlmt masters are nowadays held responsible whenever a 
workman meefa with an accident, or falls ill even. They are also liable to damages 
whenever they pay off their men. Owners of urban property are no longer 
allowed to build according to their fancy, and any ])roperty set up in contra- 
vention of the sanitary regulations is immediately demolished. Further progress 
along these lines would lead to juridical socialism. See Lt) Tramformattoru 
du Droit civil, by M. Charmont, and Lt Droit eocial ct h Droit individud, by 
M. Duguit. 

* Anton Monger, of Vienna, is the protagonist of this view. See his book. 
Das bUrgerlicht Ilethl und die hesitzlosen VoUMassen (1890). Another of bis 
works, Daa liecht auf dm vollen Arbeitsertrag, which has been translated into 
English and contains a valuable preface by Professor Foxwell Jlenger, maintains 
that at tho basis of tho economic order ate three fundamental rights which may 
be compared rrith tho political demands put forward in tho Declaration of tho 
Rights of Man. These rights are ; (1) the right to the whole produce of !aI>our. 
(2) tho right to work, (3) tho right to exist — all of which claims were put forward 
by Consid&ant, Loui.s Blanc, and Proudhon, the I’renoh socialists of 1848. 

See also Lassalle’s book. Das System der tncorbmen Recbtc, Mention should 
also bo made of M. Emmanuel lAvy do Lyon, who has published seTcral articles 
of this kind, especially tho pamphlet entitled Capital ei Travail, 
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which he has rendered to society t Bastiat in his fable The Blind 
and the Paralytic compares this distribution of social effort to an 
understanding between two such persons, whereby the blind does 
the walking and the maimed indicates the direction. 

Members of this school are strongly of the opinion that it is 
quite enough to let this principle of each for all work itself out 
under the pressure of competition. And as a matter of fact is it 
not to the. interest of the producer to consult the wants and tastes 
and even the fancies of the public ? Altruism pursued in this spirit, 
as it well might be, manifests itself as an incessant desire to satisfy 
the wants of others, and even to live for others. It loses none of 
its force by becoming, instead of a mere ideal, a professional necessity 
which no producer can afford to neglect without running the risk 
of failure.^ And it is not only between producers and consumers, 
but also between capital and labour, that such solidarity exists. 
Neither can produce vdthout the other, and the interest of both 
is to have as large a produce as possible. A similar kind of solidarity 
exists among nations. The richer our neighbours are the better 
chance of our finding an outlet for our products. 

Moreover, none of these solidariiSs but is essentially- just, since 
everyone receives the exact equivalent of what he gives. TVhat 
can the new doctrine of solidarity add to this, unless it be, perhaps, 
an element of pure parasitism ? ^ 

For what is the essence of the new doctrine if it is not that those 
members of society who are possessed of a certain superiority 
of position, either material or intellectual (which is very often. the 
result of the greater contribution which they have made to the 
material or intellectual capital of society), by a bold inversion of 
their material positions should find themselves treated as the 

* “The producer is concerned about the well-being of his clients at every 
moment. His sympathies are wide enough to include the whole of humanity. 
The merchant and the transport agent are always on the look-out for what 
will prove most advantageous to those for whom they are working, as well as 
fornew clients — ^that is, for more perscms to whom they can be of service." These 
words, which might have been written by Bastiat, are taken from a small yet 
cnrions volume published by iL Yves Guyot, and entitled La Morale de la 
ConcurreTice, 

* “ Solidarity serves as a pretext for those people who want to enjoy the 
fruits of the labour of others without taking a part in such labours themselves, 
and for politicians who want to win adherents to their cause ; it is just a new 
name for an unhealthy kind of egoism.” (Vihredo Pareto, £« Peril socialiste, 
in the Journal des Bconomistes, May 15, 1900.) 

“The Eolidarist theories would simply greatly increase the number and 
incapacity of the unemployable.” (Demolins, La Suplrtoriie des Angh-Sazont.] 
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The Soeidarists 


force of gravity and broken the last link vrhich bound man to his 
mother earth. Turning to criminal law, we are met with similar 
considerations there. The collective responsibility of the whole 
family or tribe seemed quite just to the primitive mind, and the sons 
of the Atridm and the descendants of Adam suffered with hardly a 
murmur for the sins committed by their parents.^ But to us the 
doctrine is simply revolting. Whenever such penalties are demanded 
by nature we can only submit with the best grace that we can 
command. We are reluctantly bound to admit that the innocent 
does suffer for the faults of others — ^that the child perishes because 
the parent was a drunkard. But we, at any rate, regard such things 
as evil, and valiantly struggle against them. We are not much 
given to raising altars to Eumenides. ' When solidarity • breeds 
contamination we seek to counteract it by a strict individualism 
that immunes. The innumerable fetters that had been riveted 
together by the old co-operative rigime were ruthlessly tom off by 
the French Revolution. Why attempt to forge new chains by 
giving to each individual a hj^pothetical claim upon his fellows ? 

The moralists in their turn have also raised objections. They 
want to know what new principle of morality solidarity professes to 
teach. "VYhen it has been shown that my neighbour’s illness may easily 
compass my own death, what new feeling will the mere proving of 
this beget in me ? Will it be love ? Is it not much more likely to 
reveal itself as a desire to keep him as far from me as possible — to 
get rid of him altogether Uke a plague-stricken rat, or at least to 
see that he is locked up in some sanatorium or other? I may 
perhaps be found more willing to contribute towards the upkeep 
of the sanatorium, but the dominant motive will be fear, or self- 
interest, if that word seems preferable.® 

Thus solidarity, while it does not seem to contain any new 
doctrine of love, tends to weaken and to suppress ihe sense of 
responsibility by treating society as a whole, or at least the 
social environment, as the source of our errors, our vices and 

^ “The prinutive era was an age of solifiaiity. Crime was no individnal 
thing then, and that the innocent shonid suffer for the sake of the guilty seemed 
a part of the order of things. It is only m an age of reflection that sneh dogmas 
appear absurd.” (Renan, Atenir de la Science, p. 307.) 

* Anti-kissing leagues, inspired not by any pnritan motives, bat arisng 
solely ont of fear of bacilli, have been formed in the United States. One 
must not be surprised if a league against hand-sbaking is established next ; 
although this would be rather a curious result of a doctrine of solidarity that 
is alwmys represented by the device of two bauds clasped in one another ! 

In Panl Bureau’s bookia CrUt morale des Temps nouvtavx there is a lengthy, 
lively criticism of solidaririn from the moral standpoint. 
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crimes. Individual responsibility, however, is the very basis of 
morality. 

Such, are the criticisms preferred by individualist economists. It 
-would be a mistake to imagine, however, that the socialists, the 
anarchists, or the sjmdicah'sts have treated the doctrine with any 
greater degree of indulgence. The proposal to reconcile masters and 
workmen, rich and poor, in a kind of silly, sentimental embrace is a 
menace to socialism and a denial of the principle of class war.' 

, AH such criticism, however, utterly fails to convince us. It may 
be well, perhaps, to get rid of the coercive element in the discharge 
of social debt, but that does not do away with the valuable contribu- 
tion made by solidarity both to social economics and to ethics. 

Solidarity by itself does not furnish a principle of moral conduct, 
since it is just a natural fact, and as such it is non-moral. Whenever 
we imagine that solidarity is something evil, that judgment in 
itself is a proof that we have had recourse to some criterion 
outside solidarity itself by which to judge of its good or evil features. 

It is quite possible also that the idea may be exploited for the profit 
of the egoist. If soh'darity is nothing but a mere cord binding us 
together it may quite possibly happen that it will be used to exalt 
some people and to pull others down, and the number brought low 
may even exceed the number raised up. We need not be surprised 
if occasionaUy we find that instead of increasing the power of 
good we have extended the opportunity for evil. But we must 
speed the coming of these new powers in the hope that in the end 
good vrill triumph over e\il. Solidarity by itself cannot furnish a 
rule of moral conduct to such as have none already ; but, granting 
the existence of a moral principle, it matters not whether it be 
egoism or altruism, solidarity supplies us with a leverage of incom- 
parable strength. 

In short, it teaches us three important lessons : 

1. It shows us that all the good which has happened to others 
has added to our own well-being, and that all the evil that has 
befallen them has done us harm, and that consequently we ought 
to encourage the one and discourage the other, so that a policy of 
indifferent abstention is no longer possible for any of us. 

The mode of action prescribed may be frankly utilitarian, but 
there is an element of triumph in getting the egoist to forget himself 

' This is bow wo find it appraised in Lt Mmawoit si>niaHsle : “ The doveiop- 
raent of solidarism is one of the most disquieting features of the present time. 

It affords a proof as well ns being a cause of a considerable slackening of energy.’’ 
(Issufl for Julv 1007 : Paul Olivier in a review of Bougld’s book on solidarism.). 
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and to remember others, even though it be but for a time. A heart 
that beats for others, though the reason perhaps be selfish, is a 
somewhat nobler heart. It is doubtful whether we can ever get 
pure altruism without some admixture of self-interest. The Gospel 
only asks that we should love our neighbour as ourselves. Solidarity 
makes a similar demand, neither more nor less, but imdertakes to 
prove that the neighbour is reaUy myself. 

2. It shows us how the results of our actions return upon 
ourselves with their harvest of suffering or joy a thousand times 
increased. This gives it its character for solemnity and majesty 
which has made it such an exceedingly favourable instrument for 
moral education. To our care is entrusted the welfare of souls, 
and just as we are led to see that we never really had a right to say 
that this or that matter was no concern of ours, so we also find 
oumelves relieved of that other equally heinous maxim, namely, 
that certain matters concern ourselves alone. Far from weakening 
the sense of responsibility, as some writers maintain, it is obvious 
that it increases it indefinitely. 

8. It is true that in a contrary fashion it renders us more indulgent 
of the faults of others, by showing how often we have been uncon- 
scious accomplices in their crime. Morally this is a gain, for it helps us 
to be more indulgent towards others, but more severe upon ourselves. 

From the standpoint of sociological evolution we are confronted 
with the dissolution of many of the older forms of solidarity and 
with the emergence of new ones. What really takes place is an 
extension of the circle of solidarity through the family, the city, and 
the nation imtil it reaches humanity — ^such expansion being accom- 
panied by a doubly fortunate result. On the one hand corporate 
egoism becomes so ennobled and extended that it includes the 
whole of humanity, with the result that the strife between antago- 
nistic interests becomes less acute. The old argxunent from 
independence had already grown blunt in the struggle with division 
, of labour. Degree of independence is not the sole measure of 
personality. The savage beneath his ancestral tree is independent, 
and so perhaps is Ibsen’s hero in revolt against society. The king 
on his throne, on the other hand, who never speaks except in the 
plural number, is always conscious of his dependence. But the 
savage because of his independence is powerless, whereas the king 
because of his dependence is very powerful. Solidarity, whether it 
be like the rope that binds the Alpine climber to his guide which 
may lead them both to the abyss, or like the patriotism that 
rivets the soldier’s gaze upon His country’s flag, caimot detract 



Criticism 613 

from individuality. If it be true, its was said just now, that the 
crystal is the earliest effort of the individual to render itself inde- 
pendent of its environment, we must never forget that it is also the 
earliest realisation of true solidarity in the form of association. 

As to the argument of the economists that mere exchange is the 
only form ofsolidarity that is at all compatible with the demands 
of justice, ail the schools whose fortunes we have followed in the 
course of this volume have declared against this view, not excepting 
even the Mathematical school, the latest offspring of the Classical 
tradition. Esau’s bargain w’th Jacob, the contracts between the 
Congo Company and the blacks, or between the entrepreneur and the 
home-worker, are irreproachable from a Hedom'stic standpoint (see 
p. 540). But no one would consider sunh primitive exchanges, which, 
as Proudhon eloquently remarks, savour of retaliation — aneye^for an 
eye and a tooth for a tooth — as evidence of the existence of solidarity 
Even if we conceived of exchange as a balance the two sides of 
which are in equilibrium, it is impossible to escape the conclusion 
that the contracting parties fare rather differently when they do 
not start on a footing of complete equality. There is always a 
Brennus ready to throw his sword into the scales. 

It is only natural that we should ask ourselves what is to be 
done under such circumstances. Must we be content simply to resign 
ourselves to our fate ? This seems inevitable if it be true, as the 
economists seem to suggest, that human relations depend entirely 
upon exchange and its derivatives — selling, lending, wage-earning, 
etc. But it is quite otherwise when these human relations are 
regarded as the outcome of association, whether professional, 
mutualist, or co-operative.* 

In this spirit the worker subscribes to his union wth a view to 
increasing its strength. Undoubtedly he reckons upon getting a 
higher wage, but there is no necessary relation between his member- 
ship of the um'on and the eventual rise in wages which he expects. 
The rautualist supports his society in the hope that he may add to 
the general feeling of security. Undoubtedly in his case again he 
reckons upon the society 'paying his doctor should' he fall ill, but 

' Association, even when the object in view is purely mercenary, has a moral 
value superior to exchange ; 

(1) Inasmuch as it always implies, in addition to money payment, a certain 
encrifioe of time and trouble, perhaps even of independence. It involves some- 
thing more than the obligation to attend meetings and to conform to rules. 

(2) It implies something more than a mere act of exchange which is com- 
pleted in an instant and at one stroke. It implies the indefinite collaboratiop 
of tho parties concerned. 
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scores of members pass through life, without making any demand 
upon their society at all, contributing much more than they with- 
draw. In this way the good hves pay for the bad ones. The 
member of the co-operative society, in a similar fashion, is more 
concerned about a fuller satisfaction of his need than he is about 
the amount of profit that he can get out of it. In short, whereas 
under a competitive system each one tries to get rid of his neighbour, 
under a regime of association everyone would try to make some use 
of him. The object of solidarity is to substitute “ each for all ” as 
a principle of action instead of “ each for himself.” ^ Every step 
taken in this direction, whether we. wish it or no, implies a movement 
away from the regime of exchange in the direction of sohdarity. 


/CHAPTER IV: THE ANARCHISTS 

The’ social creed of the anarchist is a curious fusion of Liberal 
arid socialist doctrines. Its economic criticism of the State, its 
/enthusiasm for indiridual initiative, as well as its conception of a 
/ spontaneous economic order, are features which it owes to Liberalism; 
while its hatred of private property and its theory of exploitation 
represent its borrowings from socialism. 

Doctrinal fusions of this kind which seek to combine two extreme 
standpoints not infrequently outdo them both. Dunoyer, for 
example, veas the extremest of Liberals, but he took great care to 
remind his readers of at least one function which none but the State 


could perform : no other authority, he thought, could ever under- * 
take to provide security. True bourgeois of 1S30 that he was, 
Dunoyer always considered that “ order ” • was a prime social 
necessity.? But, armed with the criticism of the socialists, the 
anarchists soon get rid of this last vestige of the State’s prerogative. 
In their opinion the securit}’’ of which Dunoyer spoke merely meant 


* The solidarist regime, must be distinguished from the exchange regime on 
-the one hand and from charity on the other. Exchange implies giving some- 
thing with a view to obtaining the exact equivalent. Charity, on the other 
hand, implies giving without expecting any return ; hence it involves a sacrifice. 
Solidarity also implies a sacrifice : every appeal on behalf of solidarity is based 
upon the consciousness of a certain amount of sacrifice, but a sacrifice that is 
not entirely disinterested — it is the sacrifice of a part of the individna! self in 
order to gain an eqnal share in the collective being. 

* See his article on Government in the Didionnaire of Coqnelin and 
Gnillaumin. 
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the security of proprietors ; “ order ” is only necessary for the 
defence of the possessors against the attack of the non -possessors. 
The socialists themselves (vnth the exception of Fourier, perhaps, 
whom the anarchists claim as one of themselves), however opposed 
to private property, were exceedingly anxious to retain considerable 
powers in the hands of the State, such as the superintendence of 
social production, for example. Armed this time with the criticism 
of the Liberal school, the anarchists experience no difficulty in 
demonstrating the economic and administrative incapacity of the 
State. “ Liberty without socialism means privilege, and socialism 
without liberty means slavery and brutality ” — so writes Bakunin.’. 

It is only fitting that a few pages at the end of this book should 
be devoted to a doctrine that attempts to fuse the two great social 
currents that strove so vah'antly for the upper hand, in nineteenth- 
century history. 

It is not our first acquaintance with anarchy, however. It has 
already been given a “ local habitation and a name ” by Proudhon, 
who is the real father of modem anarchism. This does not imply 
that similar doctrines may not be discovered in writings of a still 
earlier date, as in Godwin’s, for example. But such writers remained 
solitary exceptions,* while the links connecting the anarchical teaching 
of Proudhon- with the political and social anarchy of the last thirty 
years are easily traced. Not only is the similarity of ideas very striking, 
but their transmission from Proudhon to Bakunin, and thence to 
Kropotkin, Reclus, and Jean Grave, is by no means difficult to 
follow. 

Alongside of the political and social anarchism which form the 
principal subject of this chapter there is also the philosophic.al 
and literary anarchism, whose predominant characteristic is an 
almost insane exaltation of the individual. The best known repre- 
sentative of this school, which hails from Germany, is Max Stirner, 
whose book entitled Dct Einzige und sein Eigenthum appeared in 
1844.® The work was forgotten for a long time, although it enjoyed 

’ (Euvra, vol, i, p. 59 {FldcraUsme. Soeialime, ei AnliiMologisme). 

’ Adler in his article Aitarchiemus in the Uandworterhuch der Slaatswisstn- 
ichaften, and in his Oesdiichfe dea Sozialismxu und Kommunismua (1899), shows 
the indebtedness of tbo anarchist ideal to Greek philosophy. 

* The work was republished in 1882 and again in 1893, and traaslatcd into 
French in 1902. There ore also a few translations from the writ.rg? of Smith 
and Say from his pen. A very interesting account of his life, to which we must 
acknowledge onr indehtednass for some of the information given here, is to be 
found in J. H. Mackay’s 2fax Stxmer, aetn Leben und sein Werk (Berlin, 1898). 
Stimer’s real name was K.aspar Schmidt. Bom m 1806 at Bayreuth, in 
Bavaria, he died at Berlin in extreme poverty and wretchedneas in 1856. Foi 
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a striking success "when it first appeared. Some t^venty years ago, 
just when Nietzsche was beginning to win that iiterar3'- renown 
which is so unmistakably his to-daj*, it was seen that in Stimer he 
had a precursor, although S timer’s works probably remained quite 
unknown to Nietzsche himself, with the result that Stimer has 
since enjoyed posthumous fame as the earliest immoralisle. A few 
words only are necessary to show the difference between his doctrines 
and those of Proudhon, Bakunin, and Buopotkin.^ 


I : STIENER’S PHILOS'OPHICAL ANARCHISM AND THE 
CULT OF THE INDIVIDUAL 

Stieneu’s book was written as the result of a wager. The nature 
of the circumstances and the character of the epoch that gave birth 
to it were briefly these. Stirner was a member of a group of young 
German Radicals and democrats whom Bruno Bauer had gathered 
round him in 1840. They drew their inspiration from Feuerbach, 
and accepted the more extreme views of the Hegelian philosophy. 
Their ideal was the absolute freedom of the human spirit, and in 
the sacred name of liberty they criticised everything that seemed in 
any way opposed to this ideal, whether nascent communism, 
dogmatic Christianity, or absolute government. The intellectual 
leaders of the German Revolution of 1848 were drawn from this 
group, but they were soon swept aside in the reaction of 1850. A 
few of them who were in the habit of meeting regularly in one of 
the Berlin restaurants assumed the name die Freien. Slarx and 
Engels occasionally joined them, but soon left in disgust. Their 
joint pamphlet, which bears the ironical title of The Holy Family, 
is supposed to refer to Bauer and his friends. A few of the German 
Liberal economists, including Julius Faucher among' others, paid 
occasional visits to the Hippel Restaurant. Max Stirner, who was 
one of the most faithful members and a most attentive listener, 

an account of the “ left Hegelian school ” and of Stimer himself see the very 
interesting articles of Saint-Eend Taillandier published in the Eetve des Beta: 
■Mondes, 1842-50. 

* Some may perhaps vender why Nietzsche is not included, especially 
as he was a successor of Stimer’s. But Nietzsche’s interests were always 
exclusively philosophical and ethicaL Stimer’a work, on the other hand, is 
mainly social and political. We have already pointed out that even Stimer’s 
book has only a rather remote connection with economics, and a detailed stndj 
of it wonld be more in keeping with a history of political ideas. Nietzsche’s 
work- wonld lead ns still farther afield, and wonld force us to examine evert 
individualistic doctrine ^ it cropped up. 
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although it does not seem that he contributed much to the discussion, 
conceived the idea of preparing a surprise for his friends in the form 
of a book in which he attempted to prove that the criticism of the 
supercritics was itself in need of criticism. 

The extreme Radicals who formed the majority of the group 
were still very strongly attached to a number of abstract ideas 
which to Stirner seemed little better than phantoms. Humanity, 
Society, the Pure, and the Good seemed so- many extravagant 
abstractions ; so many fetishes made with hands before whom' 
men bow the knee and show as much reverence as ever the 
faithful have shown towards their God. Such abstractions, it 
seemed to him, possess about as much reality as the gods of 
Olympus or the ghosts that people the imagination of childhood. 
The only reality we know is the individual ; there is no other. Every 
individual constitutes an independent original force, its only law its 
own personal interest, and the only limit to his development consists 
in whatever threatens that interest or weakens its force. Every 
man has a right to say, “ I want to become all that it is within my 
power to become, and to have everything I am entitled to.” ^ 
Bastiat had already expressed it as his opinion that there could 
be no conflict of legitimate rights, and Stirner declares that “ every 
interest is legitimate provided only it is possible.” “ The croucliing 
tiger is within his rights when he springs at me ; but so am I when 
I resist his attacks.” ” Might is right, and there is no right without 
might.” ^ 

Granting that the individual is the only reality, all those collective 
unities that go by the name of the family, the State, society, or the 
nation, and all of wlrich tend to limit his individuality by maldng 
the individual subservient to themselves, at once become meaning- 
less. They are devoid of substance and reality. * Whatever authority 
they possess has been ascribed to them by the individual. Slere 
creatures of the imagination, they lose every right as soon as I 
cease to recognise them, and it is only then that 1 become a really 
free man. '* 1 have a right to overthrow every authority, whether of 

‘ Der Einzige und ttin Eigtnihum (ed. Reklam), p. 104. * Ibid., p. 225. 

’ "This man has a body, and so has this man, and that man, right through 
society, so that you have a collection of bodies and not ono collective body. Society 
has several bodica at its disposal, bnt has no body of its own. Just like the 
parallel notion of a nation, this corporate body is a mere phantom — an idea 
with no corporeal existence.” {Ibid., p. 135.) To make the possession of a body 
the test of reality is surely gross materialism. At this rate, law, custom, and 
language would have to bo considered unreal. A historical fact snob as a battle 
or 6 revolution has no body, but ita real eonsequenccs are often palpable enough. 
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JesuSj J ehovah, or God, if I can. I liav'e a right to commit a mtirdei 
if I -wisb it — ^that is to say. unless I shun a crime as I would a disease. 
I decide the limits of my rights, for outside the ego there is nothing. 
... It may be that that nothing belongs to no one else; but 
that is somebody else’s afiair, not mine. Self-defence is their 
own look-out,'*’ ^ The workers who complain of exploitation, the 
poor who are deprived of ail property, have just one thing which they 
must do. They must recognise the right to property as inherent in 
themselves and take as much of it as they want “The egoist’s 
method of solving the problem of poverty is not to say to the poor, 
‘Just wait patiently rmtil a board of guardians shall give you 
something in the name of the communihv-,’ but ‘Lay your hands 
upon anj-thing you want and take that.’ The earth belongs to him 
who knows how to get hold of it, and having got hold of it knows 
how to keep it If he seizes it, not only has he the land, but he has 
the right to it as well” * 

But what kind of a society would we have imder such condi- 
tions ? It would simply be a “ Union of Egos,” each seeking his own 
and jo in i n g the association merely with a view to greater personal 
satisfaction. Present-day society dominates over the in^vidual, 
making him its tool The “ Union of Egos ” — for we cannot call it a 
society — would be simply a tool in the hand of the individual. No 
'scruples would be felt by anyone leaving the union if he thought some- 
thingwas to be gained by such withdrawal Every' individual would 
just say to his neighbour, " I am not anxions to recognise you or 
to show you any respect, I simply want you to be of some service to 
me.” ® It would be a case of helium omnium contra omnes, with occa- 
sional precarious alliances. But it would at least mean liberty for aU. 

Such strange, paradojdcal doctrines are irrefutable if we accept 
Stimer’s postulates, B*dt we must reject his whole point of view 
and dispute the stress laid upon the indi\'idual as the only reality, 
as well as his denial of the reality of society. Granting that' the 
individual is the only reality, then society and the nation are mere 
abstractions created by man and removable at bis pleasure. But 
that is just the mistake. The individual has no existence apart 
from society, nor has he any greater degree of reality. He is simply 
an element, not a separate entity. His existence or non-existence 
does not depend upon himself. Nor is society merely an idea. It 
is a natural fact The individual may be quite as appropriately 
described as an abstraction or a mere phantom. 

* Dtr Eirnige vnd t&n EigsrJhnm, p. 222, 

* Ibid., p. 223. 


* JfciU, p. 154. 
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1847 we find him in Paris, where he used to spend whole nights in 
discussion with Proudhon, Proudhon’s influence upon him is.verj’ 
marked, and one constantly meets with passages in the wtJ tings of 
the Russian anarchist which are nothing but paraphrases of ideas 
already put forward by Proudhon in the Idle gincrale de la Rholuiion 
au XIK* Siiele. The year 1848 revealed to the dilettante nobleman 
his true vocation, which he conceived to be that of a revolutionary. 
He successively took part in the risings at Prague and in the Saxon 
Revolution at Dresden. He was arrested and twice condemned to 
death, in Saxony and again in Austria, hut was finally handed over 
to the Russian authorities, who imprisoned him in the fortress of St. 
Peter and St. Paul, where an attack of scurvy caused him to lose aU 
his teeth. He was exiled to Siberia in 1857, but managed to escape 
in 1861. Making his way to London, he undertook the direction 
of a vigorous revolutionary campaign, which was carried on in 
Switzerland, Italy, and France. During the years 1870 and 1871 he 
successfully planned a popular rising at Lyons. Bernard Lazare , 
has graphically described him as “ a hirsute giant with an enormous 
, h^d which seems larger than it really is because of the mass of 
bushy hair and untrimmed beard which surrounds it. He always 
sleeps rough, has no roof above him, and no homeland which he 
.can caU his own, and h'ke an apostle is alwaj's prepared to set out 
on his sacred mission at any hour of the m’ght or day.” 

The most striking fact in his history was his rupture with Karl 
Marx at the last International Congress, held at The Hague in 1872. 
Bakunin joined the International in 1869. Disgusted with the 
pontifical tendencies of the General Coimcil, which was entirely 
under the heel of Marx, he proposed a scheme of federal organisation 
under which each section would be left with considerable autonomy. 
The Jura Federation supported his proposals, and so did several of 
the French, Belgian, and Spanish delegates, as well as all the Itelian. 
But he was expelled from the International by Marx’s own friends. 
The official rupture between Marxian socialism and anarchy, grown 
to considerable proportions since, dates from that very moment. 
That Hague congress marks also the end of the International Marx 
soon afterwards transferred the centre of the administration to the 
United States, and no conference has been held since. Bakunin also 
retired from the struggle about the same time, but not before he 
had set up a new association at Geneva, composed of a few faithful 
friends. In 1876 Bakunin died at Berne. 

It was in the region of the Jura, in the neighbourhood of Neuchatel, 
where Bakunin had still a few followers among the extremely 
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individualistic but somewhat mystical population of those parts, 
that Kropotkin in the course of a short stay in the distriet in 
1872 imbibed those anarchist ideas to the propagation of which 
he has so strenuously devoted his life,’ Although personally un- 
acquainted wth Bakunin, Kropotkin must, be regarded as his direet. 
descendant. 

Prince Kropotkin is also a Russian aristocrat, and he, like his 
master, joined the army after a short period of study. He attracted 
public notice first of all as the author of several remarkable works 
dealing with natural history and geography, which showed him 
to be a confirmed disciple of Darwn. But science was by no means 
his only interest. By 1871 Hegelian influence was on the wane in 
Russia, and the more thoughtful of the younger generation turned 
their attention to democracy. The new watchword was, “ Go, seek 
the people, live among them, educate them and win their confidence 
if you want to get rid of the yoke of autocracy.” Kropotkin caught 
the inspiration. He himself has told us how one evening after 
dinner at the Winter Palace he drove off in a cab, took off his fine 
clothes, and, putting on a cotton shirt instead of his silk one, 
and boots such as the peasants wore, hurried away to another 
quarter of the city and joined a number of working men whom he 
was trying to educate. But his propaganda proved short-lived, for 
one evening when he was leaving the headquarters of the Geograplucal 
Society, where he had just been reading a paper and had been offered 
the presidency of one of the sections, he was arrested on a charge of 
political conspiracy and imprisoned in the fortress of St. Peter and 
St. Paul. He managed to escape in 1876, and found refuge in 
England. Afterwards he was wTongfully condemned to three years’ 
imprisonment at Clairvaux on account of his supposed complicity in 
an anarchist outbreak which took place at Lyons in 1884. But 
there ivas something extraordinary about a prisoner who could get 
the libraries of Ernest Renan and the Paris Academy of Sciences 

* '* I returned from that journey with very definite sociological theories in 
my mind which I have over since cherished, and I have done everything I can 
to give them a more clear and a more concrete erpreiision." Kropotkin’s 
principal works are : Paroles d'tm PcoW (1884); In Pvssian andprcnch Prisons 
(1887); LaOonquIU du Pain (1888; Engl, trang. 1900); The State, its Part in 
f/isiory{1898); Fields, Factorics,and IForfoAop« (1899); McmoirsoJa RevoliUionisl 
(1900) ; Mutual Aid (1902). He has also published a largo number of pamphlets, 
among them L' Anarchic ; sa Philosophic, son Jdial (1S9G), Our quotations are 
taken from Eltzbaohcr’s Her AnarcAismua, a work that consists almost entirely of 
quotations from the various anarchist authors, grouped under a few headings. 
[The references are to the Frenob translation, 1902. — Tr.J Those writers, and 
Kropotkin among them, have readily rccogm’sed the impartiality of the work. 
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placed at his disposal during his term of imprisonment in order to 
enable him to pursue his scientific investigations. During his 
previous imprisonment in Russia the Geographical Society of St. 
Petersburg had extended him a similar privilege. Exopotkin has 
since lived in England. 

The best knovm French anarchists, Elisee Reclus, the geographer, 
and Jean Grave, simply reproduce Eropotkin’s ideas, -with an 
occasional admixture of Bakimin’s or Proudhon’s,^ 

Our concern is vrith the expression of anarchist ideas as vre find 
them in the best known writers of the school. Consequently we 
must pass over the very striking but immature formulae which are 
not infrequently to be met with in the works of more obscure 
writers.® 

Here again the distinguishing features are the emphasis laid upon 
individual rights and a passion for the free and full development of 
personality, which, as we have seen, was the keynote of Stimer’s 
system. “ Obedience means abdication,” declares Elisfe Reclus.® 
“ ^lanldnd’s subjection will continue just so long as it is tolerated. 
I am ashamed of my fellow-men,” writes Proudhon in 1850 from his 
prison at Douliens.* “ My liberty,” says Bakunin, “ or what comes to 
the same thing, my honour as a man, consists in obeying no other 
individual and in performing only just those acts that carry convic- 
tion to me.” ® Jean Grave declares that society can impose ” no 
limitations upon the individual save such as are derived from the 
natural conditions under which he lives.” * 

But this cult of the individual which is present everywhere in 
anarchist literature rests upon a conception which is the direcL 
antithesis of Stimer’s. To Srimer every man was a unique being 
whose will was his only law. The anarchists who follow Proudhon, 
on the other hand, regard man as a specimen of humanity, t.e, of 

^ Cf, L'^val'stion, la 'Revolution, ei VIdial anarchique, by filisfe- Reclus 
(Paris, 1S9S). and La Sociile future, by Jean Grave (1895). 

* On the present position o! anarchist ideas in France see B. de Marmande, 
ZrW Forces revoluiionnaires en France, in the Grande Revue, Angnst 10, 1911. 

* L’FvoIuiion, la Rhsolution, et VIdial anarchique, p. 88 ; and he adds : “ Our 
ideal implies the fullest and most ahsolnte liberty of expression of opinion on 
all matters vrhats.oever. It further involves complete freedom to follow one’s 
own inclinations or to do as one likes” (p. 143), with this single proviso: “that 
the individual is thereby developing a healthy moral life ” (p. 141 ). 

‘ Extract from Garnets, pnhlished.in the Fijaro, January 16. 1909, 

* (Euvres, vol. i, p. 281. 

* Jean Grave, La Sociili future, p, 157. Cf. also p. 199 : “ No individual 
must accept any restriction that will check his development, nor must he Eubm't 
to the yoke of authority under any pretence whatsoever.” 
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something superior to the individual. “ What I respect in my 
neighbour is his manhood,”’ -wrote Proudhon. It is this humanity 
or manhood that the anarchist would have us respect by respecting 
his liberty, for, as Bakunin declares, “liberty is the supreme aim of all 
human development.”* It is not the triumph of the egoist but the 
triumph of humanity in the individual that the anarchists -would 
seek, and so they claim liberty not merely for themselves but for 
all men. Far from wishing to be serv'ed by their fellow-men, as 
Stimer desired, they want equal respect shown for human dignity 
wherevef found. “ Treat others as you w'ould that others should 
treat you under similar circumstances,” * ^vrites Kropotkin, employ- 
ing Kantian and even Christian phraseology. Bakunin, a faithful 
disciple of Proudhon’s, considered that “ all morality is founded on 
human respect, that is to say, upon the recognition of the humanity, of 
the human rights and worth in all men, of whatever race or colour, 
degree of intellectual or moral development ” ; * and he adds that “ the 
individual can onlj’^ become free when every other individual is free. 
Liberty is not an isolated fact. It is the outcome of mutual good- 
will ; a principle not of exclusion, but of inclusion, the liberty of each 
individual being simply the reflection of Ins humanity or of his 
rights as a 'human being in the conscience of every free man, his 
brother and equal.”* This idea of humanity, which the latest 
anarchists owe to Proudhon, is not simply foreign to Stimer, but is 
just one of those phantoms which Stirncr was particularly anxious 
to waylay.* 

'Along with this extravagant worship of indi-vidual liberty goes 
a hatred of all authority. Here the political anarchists join hands 
with Stimer. For the exercise of authority of one man over another 
means the exploitation of one man by another and a denial of his' 
humanity. The State .is the summation of all authority, and the 
full force of anarchist hatred is focused upon the State. No human 
relation is too sacred for State intervention, no citizen but is liable 

' Jv'<iice dans la involution, vol. i, p. 185. 

• Bakunin, (Euvres, vol. i, p. 105. ' 

.* Quoted by Eltzbaoher,'foe. cit., p. 199. 

• Bakunin, (Euvres, vol. i, p. 281. “ I can be really free when tho'e around 
me, both men and -women, are also free. The liberty of others, far from limiting 
or negating my own, is, on the contrary, its necessary condition and guarantee.” 

‘ Ibid., vol. i, p. 277. 

• The idea of respecting man’s humanity is vigorously criticised by Stimer. 
Proudhon is expressly mentioned as the chief representative of that -riew. The 
principle was also regarded with some favour by Feuerbach, who wanted to 
substitute emphasis upon the human in man for the stress generally laid upon 
the dirino in his nature. 
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to have his conduct minutely prescribed by law. There are officers 
to apply the law, armies to enforce it, lecturers to interpret it, priests 
to inculcate respect for it^ and jurists to expound it and to justify 
everybody. Thus has the State become the agent par excellence of 
all exploitation and oppression.^ It is the one adversary, in the 
opinion of every anarchist — the sum total of all that negates the 
liberty of its members.” “ It is the grave where every trace of. 
individuality is sacrificed and buried.” Elsewhere, “ it is a flagrant 
negation of humanity.” - Bakunin, who in this matter as well as 
in many others is a follower of Bastiat, speaks of it as “ the visible 
incarnation of infuriated force,” That is enough to label it for ever 
with the evil things of life, for the aim of humanity is liberty, but 
force is “ a permanent negation of liberty.” ^ 

A necessary agent of oppression, government always and in- 
evitably becomes the agent of corrupfa'on. It contaminates every- 
thing that comes into contact with it, and the first to show signs 
of such contamination are its own representatives, “ The best man, 
whoever that may be, whatever degree of inteUigenee, magnanimity, 
and purity of heart he may have, is unavoidably corrupted by his 
trade. The person who enjoys any privilege, whether political or 
economic, is intellectually and morally a depraved character.” So 
Bakvmin thought,* and Eh’see Reclus writes in a s imil ar strain. 
” Every tree in nature bears its own peculiar fruit, and government, 
whatever be the form it take, always results in caprice or tyranny, 
in misery, villainy, murder, and eviL” ® The governing classes are 
inevitably demoralised, but so are the governed, and for just the 
same reasons. Government is a worker of evil even when it would 
do good, for ” the good whenever it is enjoined becomes evil. 
Liberty, morality, real hiunan dignity consists in this, that man 
should do what is good not because he is told to do it, but simply 

^ Proudhon is the model here. “ To be governed,” says he {Tdh gtnerah 
la JlevoliUwn) “is to have every deed ot ours, every action and movement, 
noted, registered, reviewed, docketed, measured, filed, assessed, guaranteed, 
Ucensed, authorised, recommended, prohibited, checked, reformed, redressed, 
corrected ; under pretence of public policy, to be taxed, dragooned, imprisoned, 
exploited, cajoled, forced, cheated, robbed ; at the least sign of resistance or 
complaint to be repressed, convicted, vilified, vexed, hunted, mauled, murdered, 
stripped, garrotted, imprisoned, shot, slaughtered, judged, condemned, deported, 
sacrificed, sold, betrayed, and finally mocked, flouted, outraged and dishonoured 
That is government, ench its justification and morality.” 

’ Bakunin, CEuvres, vol. i, pp. 143, 227, 151. 

* Ibid., voL i, p. 228. 

^ Ibid., vok i, p. 176 ; voL iii, p. 53. 

* UEvolaiion, la Eivdluiion, et Vldial anarchisie, p. 164, 
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because he Ihinks that it really is the best that he can ever wish 
or desire,” ^ 

It matters little what form government takes. Absolute or 
constitutional monarchy, democratic or aristocraticTepublieanism, 
government on the basis of a universal or a restricted suffrage, are 
all much the' same, for they all presuppose a State of some sort. 
Authority, whether of a despot or of the majority of the community, 
is none the less authority, and implies the exercise of a will other 
than the individual’s own. The great error committed by all the 
revolutions of the past has been this : one government has been 
turned out, but only to have its place usuqied by another. The only 
true revolution will be that which will get rid of government itself — 
the fount and origin of all authority. 

Still closer scrutiny reveals the interesting fact that the State, 
which is naturally oppressive, gradually becomes employed as the 
instrument for the subjugation of the weak by the strong, the poor 
by the rich. It was Adam Smith who ventured to declare that 
“ civil government . , , is in reality instituted for the defence of 
the rich against the poor, or of those who have some property against 
those who have none at all,” * Pages of anarchist literature simply 
consist of elaborate paraphrases of this remark of Smith’s. 

Kropotkin thinks that every law must belong to one or other of 
three categories.. To the first category belong all laws concerned 
wth the security of the individual ; to the second all laws con- 
cerned with the protection of government; and to the third all 
those enactments where the clrief object in view is the inviolability 
of private property.’ In the opinion of the anarchist, all laws might 
more correctly be placed under the last category only, for when- 
ever the safety of the individual is in any way threatened it is 
generally the result of some inequality of fortune.* Indirectly, 

‘ Bakunin, (Euvres, vol. i, p. 280, 

’ Wealth of Nadoni, vol. ii, p. 207. Cl. eupra, p. 70, footnote. Adam Smith, it 
is true, did write that “ civil government, bo far ns it is instituted for the Bceurity of 
property,” etc. ; but that does not imply that the great economist regarded this ns 
tho only object of government, although it certainly is one of its chief aims. 

* “ Tho million and one laws that govern humanity naturally fall into one 
or other of three categories ; laws for tho protection of property, of government, 
or of individuals. If we take these three' divisions and analyse them we are 
inevitably forced to realise bow futile and oven injurious all legislation is.” 
{Ilemoirs of a Itemlvtionisl, p. 236.) 

* “ Society itself is every day creating beings imbued with anti-social feclingj 
and incapable of leading honest, industrious lives," (Kropotkin, quoted by 
Eltzbaober, foe. cit., p. 221.) “ Seeing that tho organisation of society is alwaye 
and everywhere tho one cause of ail the crimes committed by men, its conduct 
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that is to say, the attack is directed against property. The real 
iunction of government is to defend property, and eveiy' law which 
is instnunental in^protecting property is also effective in shielding 
the institution of government from attack. 

Property itself is an organisation which enables a small minority 
of proprietors to exploit and to hold in perpetual slavery the masses 
of the people. In this instance the anarchists have not made any 
weighty contribution of their own, but have merely adopted the 
criticisms of the socialists.^ Proceeding in the usual fashion, they 
point to the miserable wages which are usually paid to the workers, 
and show how the masters always manage to reserve aE the leisure, 
aU the joys of existence, all the culture and other benefits of civilisa- 
tion for themselves. Private property is of the essence of privilege — 
the parent of every other kind of privilege. And the State becomes 
simply the bulwark of privilege. “ Exploitation and government,” 
say’s Bakunin, “ are correlative terms indispensable to political life 
of every kind. E:g)Ioitation supplies the means as well as the 
foxmdation upon wliieh government is raised, and the aim which it 
follows, which is merely to legalise and defend further exploitation.” * 

in punishing criirdnats is clearly absord or obvionsly insincere. Every punish- 
ment impb'es gnat, but the criminals in this case are never guilty- We deny 
the so-called right of society to bestow punishment in this arbitrary 'fashion. 
A human being is simply the unwilling product of the natural or social environ- 
ment in which he was bom and reared and tinder whose influence he still remains. 
The three great causes of human immorality are inequality, whether political, 
economic, or social ; ignorance, which is ita natural result ; and slavery, its 
mevitable consequence.” (Bakunin, Programme de VAUianx irJcrr.atwraU de la 
Dhnocraiit tocialistt, in Sozial-j>oJifiecJ<er Briefircichsd. pp. 332-333.) 

“Property and want are the great incentives to crime. But if defective 
society organisation is the cause of crime, an improvement in organisation should 
cause a disappearance of crime.” (Jean Grave, La SociUiJuiure, pp. 137-138.) 

^ “ Is it necessary,” asks Bakunin, “ to repeat the arguments of socialism, 
which are still unanswerable and which no Sourycow economist haseverattempted 
to disprove 1 What are we to make of property and capital as they , exist at 
the present moment 7 In both cases it practically means a right or a power 
guaranteed and protected by society to live without working ; and since property 
and capital produce absolutely nothing unless fertilised by labour, it means 
power and the right to live upon the labour of others and to exploit the labour 
of those who have neither property nor capital and are compelled to sell their 
productive force to the fortunate owner of the one or other of these,” Cf. 
Kropotkin’s Conuuwf of Bread, p. 56 ; “ Multiply examples, choose them where 
you will, consider the origin of all fortunes, large or small, whether arising out 
of commerce, finance, manufactures, or the land. Everywhere you will find 
that the wealth of the wealthy springs from the poverty of the poor.” In this 
science he sums up a long demonstration which he gives in proof of thii 
contention. 

* Bakunin, vol. i, P' 324, 
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“ Experience teaches us,” says Proudhon, ^ “ that government 
everywliere, however popular at first, has always been on the side 
of the rich and the educated as against the poor and ignorant 
masses.” * 

Whether the extinction of private property, which would free the 
worker from the danger of being exploited by the rich, would also 
render the State unnecessary is a question upon which the anarchists 
are not agreed. Proudhon, we remember, had hoped by meatis of 
the Exchange Bank to reduce the right of property to mere 
possession. Bakunin, on the contrary, is under the spell of the 
Marxians, and, like a true collectivist, he thinlcs that all the instru- 
ments of production, including land, should be possessed by the 
community. Such instruments should always be at the disposal 
of groups of working men expert in the details of agriculture or 
industrial production, and such workers should be paid according 
to their labour.® Kropotkin, on the other hand, regards communism 
as the ideal and loolcs upon the distinction dra\vn by the collectivist 
between instruments of production and objects of consumption as 
utterly futile. Food, clothing, and fuel arc quite as necessary 
for production as machinery or tools, and nothing is gained by 
emphasising the distinction between them. Social resources of every 
kind should be freely placed at the disposal of the workers.^ 

But the State and the institution of private property by no 
means exhausts the list of tjwannies. Individual liberty is as' little 
compatible with irrevocable vows — that is, with a present promise 
v/hich binds for ever the will of man — as it is with submission to 
external authority. The present marriage law, for example, violates 
both these conditions. Marriage ought to be a free union. A contract 
freely entered upon and deliberately fulfilled is the only form of 
marriage that is compatible with the true dignity and equality of 
both man and woman.® A free and not a legal contract is the only 
form of engagement which the anarchists recognise. Free contract 

* Idie gtnirah rfe la Rhiolulion, p. liO. 

• ” Law is simply an instrument invented for the maintenanco of exploita- 
tion and the domination of tho idle rich over the toiling masses. Its sole mission 
is the perpetuation of exploitation,” (Kropotkin, Memoirs of a RevolxUionist, 
p. 23.5.) 

• Bakunin, Programme del' Alliance, in Sozial-politischer Brieftcechscl, p. 339. 

* Kropotkin, Conquest of Bread, pp. 61-62. 

‘ “ The anaroliisls want to see free unions established, resting upon mutual 
affection and based upon rc.spcct for one’s self and for tho dignity of others. 
And in that sense, in their desire to show respect nnd affeetion for all the 
members of tho association, they are inimical to the family," (filiseo Eeolns, 
foe, eit,, pp, 146 .148.) 
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between man and wife, between an individual and an association, 
between different associations pursuing the same task, between one 
commune and another, or between a commune and a whole country. 
But such engagements must always be revocable, otherwise they 
would merely constitute another link in the chain that has shackled 
humanity. Every contract that is not voluntaril}’- and frequently 
renewed becomes tyrannical and oppressive and constitutes a stand- 
ing menace to human liberty. “ Because I was a fool yesterday, 
must I remain one all my life ? ” ? asks Stimer ; and on this point 
Bakimin, Kropotkin, Reclus, Jean Grave, and even Proudhon are 
agreed. 

To regard their social philosophy as nothing but pure caprice 
because of ^he wonderful faith which they had in their fellow-men 
would, however, be a great mistake. 

Notwithstanding the merciless criticism of authority of every 
kind, there was still left one autocrat, of a purely abstract character 
perhaps, but none the less imperious in its demands. This was 
the authority of reason or of science. The sovereignty of reason was 
one of the essential features of Proudhon’s anarchist society.* "What 
Proudiion calls reason Baku nin refers to as science, but his obeisance 
is not a whit less devotional. “ We recognise,” says he, “ the 
absolute authorit)’^ of science and the futility of contending with 
natural law. No liberty is possible for man unless he recognise 
this and seek to turn this law to his own advantage. No one except 
a fool or a theologian, or perhaps a metaphysician, a jurist, or a 
bourgeois economist, would revolt against the mathematical law 
which declares that 2 -b 2 = 4.” The utmost that a man can 
claim in this matter is that “ he obeys the laws of nature because be 
himself has come to regard them as necessary, and not because they 
have been imposed upon him by some external authority.” * 

Not only does Bakunin bow the knee to sdence, but he also 
swears allegiance to technical or scientific skiU. “ In the matter of 
boots I am willing to accept the authority of the shoemaker ; - of 
clothes, the opinion of the tailor ; if it is a house, a canak or a railway, 

* Der Einzigt, p. 229. 

- ■ Of. Idle genirale de la Eevoluiion, p. 281, and p. 342 : “ Eevolution foIlowE 
revelation. Eeason aided by experience reveals to ns the nature of the lavs 
which govern society as well as nature, and which in both cases are simply tha 
laws of nece^ty. They are neither made by man nor imposed by his authority. 
They have only been discovered step by step, which is a proof of their independent 
existence. By obeying them a man becomes just and noble. Wolarion of them 
constitutes injustice and an. I can suggest ho other motive for human actions." 

* Bakunin, (Euires, voL iii, p. 61. 
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I consult the architect and the en^ueer. What I respect is not 
their office but their science, not the man but his knowledge. I 
cannot, however, allow any one of them to impose upon me, be he 
shoemaker, tailor, architect, or savant. I listen to them wiUingly 
and with all the respect which their intelligence, character, or 
knowledge deserves, but always reserving my undisputed right of 
criticism and control.”^* Bakunin has no doubt that most men 
willingly and spontaneously acknowledge the natural authority of 
science. He agrees with Descartes and employs almost identical 
terms * when he declares that “ common sense is one of the com- 
monest things in the world.” But common sense simply means 
‘‘ the totality of the generally recognised laws of nature.” He shares 
with the Physiocrats a belief in their obviousness, and invokes their 
authority whenever he makes a vow. He is also anxious to make 
them known and acceptable of all men through the instrumentality 
of a general system of popular education. The moment they are 
accepted by “ the universal conscience of mankind the question of 
liberty will be completely solved.” * Let us again note how redolent 
all this is of the rationalistic optimism of the eighteenth centurj% 
and how closely Liberals and anarchists resemble one another in 
their absolute faith in the ” sweet reasonableness ” of mankind. 
Bakunin only differs from the Physiocrats in his hatred of the despot 
whom they had enthroned. 

A society of free men, perfectly autonomous, each obeying only 
himself, but subservient to the authority of reason and science — 
such is the ideal which the anarchists propose, a preliminary con- 
sideration of its realisation being the overthrow of every established 
authority. “ No God and no master,” says Jean Grave ; “ everyone 
obeying his own wll.” * 


III : MUTUAL AID AND THE 
ANARCHIST CONCEPTION OF SOCIETY 
At first sight it might seem that a conception of social existence 
which would raise every individual on a pedestal and proclaim the 
complete autonomy of each would speedily reduce society to a 
number of independent pcrson.alitics. Every social tie removed, 

* Baknnin, (Eutres, vol. iii, p. 65. ■ 

* “In general wo may say that mans general life is almost cnlircly governed 
try what we call good bcmo .” ’{Jhid., vol Ki, p. 60.) 

’ Ibid., voL iii, p. 61. 

‘ La Socilii future, p. 303. 
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there wotild remain just a few individuals in juxtaposition, and 
society as a ^‘ collective being ” wouid disappear. 

But it would be a grievous mistake to conceive of the anarchist 
ideal in this light. There is* no social doctrine where the words 
“ solidarity " and " fraternity ” more frequently recur. Indi%ddual 
happiness and social well-being are to them inseparable. Hobbes’ 
society, or Stimer’s, where the hand of everyone is against his 
brother, fill the anarchists with horror. To their mind that is a 
faithful picture of society as it exists to-day. In reality, how- 
ever, man is a social being. The individual and society are 
correlative: it is impossible to imagine the one without thinking of 
the other. - , ' 

No one has given more forcible exprcision to this truth than 
Bakunin ; and this is possibly because no one ever had a keener 
sense of social solidarity. “ Let us do justice once for all,” he remarks, 
“ to the isolated or absolute individual of the idealists. But that 
individual is as much a fiction as that other Absolute — God. . . . 
Society, however, is prior to the individual, and'will doubtless suiwive 
him, just as Nature will. Society, like Nature, is eternal ; born of 
the womb of Nature, it will last as long as Nature herself. ... 
Man becomes human and develops a conscience only when he realises 
his humanity in society ; and even then he can only express himself 
through the collective action of society. 5Ian can only be freed 
from the yoke of external nature through the collective or social 
effort of his fellow-men, who during their sojourn here have trans- 
formed the surface of the earth and made the further development 
of mankind possible. But freedom from the yoke of his own nature, 
from the tyranny of his own instincts, is only possible w'hen the 
bodily senses are controlled by a well-trained, well-educated mind. 
Education and training are essentially social functions. Outside the 
bounds of society, man would for ever remain a savage beast” ^ 

^Yl^ethe^ we read Proudhon or Kropotkin, we always meet with 
the same emphasis on the reality of the social being, on the pre- 
existence of the State, or at least of its necessary coexistence, if the 
individual is ever to reach full development It is true that there 
are a few anarchists, such as Jean Grave, who still seem to uphold 
the old futile distinction between the individual and society, and 
who -conceive of society as made up of indi^dduals just as a house is 
built of bricks. 

But is there no element of contradiction between this idea 
and the previous declaration of individual autonomy ? How is it 
’ Baknnin. CEuvru, vol, i, pp. 286, 293, 277. 
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possible to exalt social life and at the same time demand the abolition 
of all traditional social links ? * 

The apparent antinomy is resolved by emphasising a distinction 
which Liberalism had drawn between go'v'crnment and society. 
Society is the natural, spontaneous expression of social life. ■ Govern- 
ment is an artificial organ, or, to change the metaphor, a parasite 
preying upon society.* Liberals from the days of Smith onward 
had applied the distinction to economic institutions ; the anarchists 

’ Bakiinin on his death-bed confessed to hia friend Rcichcl that “all his 
philosophy had been built upon a false foundation. All waa vitiated because 
he had begun by taking man as an individual, whereas bo is really a member 
of a collective whole ’’ (quoted by.Guillaume, CBui.’rM, preface to vol. ii, p. 00). 
Tn bis Philosophic du Progris {(Euwea, vol. xx. pp. 30-38) Prondlion write-s as 
follows: “All that reason knows and. maintains is that the individual. like an 
idea, is really a group. All existence is in groups, and whatever form.s a group 
also forms a unit, and consequently becomes perceptible and is then said to 
exist. In accordance with this general conception of being. I think it pos-siblo 
to prove the existence of positive reality and up to a certain point to demonstrate 
the laws of the social being or of the humanitarian group, and to establish a 
proof of the existence of an individuality enporior to collective man and still 
quite other and different from his individual self.” The same idea frequently 
corae.s up in different connections, e.g., in the Pciil Caiichirmc poUliyttc at 
the end of vol. i of La Jilsticc dans la Pivolulion, nn6 in Tdie glnirale de la 
Rf.volution. 

Kropotkin thinks that man has always lived in society of one kind or another. 
“ As far back as'we can go in the pala:o-ethnology of mankind, wo find men 
living in societies, in tribes similar to those of the highest mammals.” (Jfiituaf 
Aid, p. 80). “ Man did not create society ; sooiety is older than man.” {The 
Slate, ils Historic Pole, p. 0; London, 1898.) Joan Grave, on the other hand, 
thinks that “ the individual was prior to socioty. Destroy the individual, and 
there will be nothing left of society. Let the a-ssooiation be dissolved and the 
individuals scattered, they will faro badly and will possibly return to savagery, 
their faculties will decay and not progre.ss, but still tliey will continue to exist.” 
(IjO Sociclkjvlure, pp. lCO-162.) Grave’s view is eascntially bis own and doe.s not 
square with those of either KropoUdn, Bakunin, or Proudhon, the real founders of 
anarchy. It is, moreover, quite obvious that their theories are really much 
nearer the truth, for it is os impossible to conceive of society without the indi- 
vidual as it is to conceive of the imiividual without sooiety. Tiic individu.al. as 
Bakunin emphatically declaras, is a fiction, or an abstraction, as Walnos would 
say. Many people find it difficult to accept this doctrine. But it scorns the only 
one that tallie.s with the facts, whether of nature or of history. Wo can no more 
im.ngine the individual without society than we can a fish without water. 
Deprived of water, it is not only less of a fish, but it is no longer a fish at all — 
except a dead one. ' 

* Bastiat speaks oi this error of confusing government and sooiety as being 
the worst that has over befallen the science. The State problem he defines 
as follows ; “ How to inscribe within the great circle which we call society that 
other circle called government.” Dnnoyer in so many words cipresEcs the same 
idea. 
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were to apply it to every social institution. Not only the economic 
but every form of social life is the outcome of the social instinct 
which lies deep in the nature of humanity. This instinct of solidarity 
urges men to seek the help of their fellow-men and to act in concert 
with them. It is what Kropotkin calls mutual aid, and seems as 
natural . to man and as necessary for the preservation of the species 
as the struggle for existence itself. What really binds society 
together, what makes for real cohesion, is not constraint (which, 
contrary to the time-honoured belief of the privileged classes, is really 
only necessaiy^ to uphold their privileges), but this profoimd instinct 
of mutual help and reciprocal fidendship, whose strength and force 
have never yet been adequately realised- “ There is in human 
nature,” says Ejropotkin, “ a nucleus of social habits inherited from 
the past, wliieh have not bpen as fully appreciated as they might. They 
are not the result of any restraint and transcend all compulsion.” ^ ’ 

Law, instead of creating the social instinct, simply presupposes 
it. Laws can only be applied so long as the instinct exists, and 
fall into desuetude as soon as the instinct refuses to sanction them. 
Government, far from developing this instinct, opposes it with rigid, 
stereotyped institutions which thwart its full and complete develop- 
ment. To free the individual from external restraint is also to 
liberate society by giving it greater plasticity and permitting it to 
assume new forms which are, obviously better adapted to the happi- 
ness and prosperity of the race.® Kropotkin in his delightful book 
Mutual Aid gives numerous examples of this spontaneous social 
instinct. He shows how it assumes different forms in the economic, 
scientific, educational, sporting, hygienic, and charitable associa- 
tions of modem Emope ; in the municipalities and corporations of 

* Memoire of a Revohjlianisl, p. 414. Cf. also Paroles d’unt RkvoUl, p. 221. 

• This idea finds frequent expression both with Reclns and Kropotkin. 
“ The fact that we have instituted, regulated, codified, and encompassed with 
constraints and penalties, with gendarmes and jailers, the larger part of onr raoie 
or less incoherent collection of political, religious, moral and social conceptions 
of to-day in order to enforce them upon the citizens of to-morrow is in itself 
sufficiently absurd, audit is bound to have contradictory results. life, which is 
always improving and renewing itseK, can never submit to regnlations which have 
been drawn up in some period now past.” (Reclus, loc. cit., pp. 108-9.) “Anarchist 
society,” writes Kropotkin, “is one to which any pre-established, crysUtilised 
form of law will always be repugnant. It is also one which looks for , harmony, 
which can only be temporary and fugitive perhaps, in the equilibrium between 
the naass of Afferent forces and influences of every kind which pursue their 
course without the slightest deflection, and which because they are qtdte 
untrammelled beget reaction and arouse those activities which are favonrahle 
to them when they move in the direction of progress,” {L’Anarchie, pp. 17, 18.) 
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the Middle Ages; and how even among animals this same instinct, 
which’ forms the real basis of all human societies, has enabled them 
to overcome the natural dangers that threaten their existence. 

■Anarchist, society must not be conceived as a helium omnium 
contra omnes, but as a federation of free associations which everyone 
would be at liberty to enter and to leave just as he liked. This 
society, Khopotkin tells us, would be composed of a multitude of 
associations bound. together for all purposes that demand united 
action. A federation of producers would have control of agricultural 
and industrial, and even of intellectual and artistic, production ; an 
association of consumers would see to questions of housing, lighting, 
health, food, and sanitation. In some cases the federation of pro- 
ducers would join hands with the consumers’ league. Still wider 
groups would embrace a whole country, or possibly several countries, 
and would include people employed in the same kind of work, 
whether industrial, intellectual, or artistic, for none of these pursuits 
would be confined to some one territory. Mutual understanding 
would result in combined efforts, and complete liberty would give 
plenty of scope for invention and new methods of organisation. 
Individual initiative would be encouraged ; every' tendency to 
uniformity and centralisation would be effectively checked.* 

In such a society as this complete concord between the general 
and the individual interests, hitherto-so vainly sought after by the 
bourgeoisie, would be realised once for all in the absolute freedom 
now the .possession of both the individual and the group, and 
in the total disappearance of all traces of antagonism between 
possessors and non-possessing, between governors and governed. 
Again we note a revival of the belief in the spontaneous harmony of 
interests which was so prominent a feature of eighteenth-century 
philosophy.* 

• Mtmoire of a RevohUionUt. 

® Prou'dhon had already set the problem ob follows : “,Can we find a method 
of Iransaoting business that will unite divergent inlcresle and identify individuals 
with the general well-being, replace the inequality of nature by equality of 
education, and remove all political and economic contradictions ; when each 
individual will ho at once both producer and consumer, citizen and sovereign, 
ruler and ruled ; when liberty will always expand without involving any 
counter-loss ; when the well-being of each will grow indefinitely without 
Involving any damage lb the property, the labour, or the revenue of any of his 
fellow-citizens, or of the State itself, without weakening the interests he has in 
common with his fellow-men, without alienating their good opinion or destroying 
their affection for him?” (Idle gtnlrale, p. 145.) Paya Jean Grave: ‘‘\Verc 
•ociely established on natural bases, individnal’ and general interests would 
never conflict," (SocifJi/ufure, p. 166.) 
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Such an attractive picture of society was bound to invite criticism. 
The anarchists foresaw this, and have tried to meet most of the 
arguments. 

In the first place, would such extravagant freedom not beget 
abuse, unjustifiable repudiation of contracts, crimes and misde-- 
meanours ? Would it not give rise to chronic instability ? and would 
the conscientious never find themselves the victims of the ficlde and 
the fraudulent ? 

The anarchists agree that there may be a few pranks played, or, 
as Grave euphemistically calls them, “ certain acts apparently 
altogether devoid of logic.” ^ But can we not reckon upon criticism 
and disapproval checking such anti«social instincts ? Public opinion, 
if it were once freed from the warping influence of present-day 
institutions, would possess far greater coercive force.® Our present 
system of building prisons, “ those criminal universities,” as 
Kropotkin calls them, will never check these anti-social instincts. 

” Liberty is still the best remedy for the temporary excesses of 
liberty.” ® Moreover, such a system would enjoy a superior sanction 
in the possible refusal of other people to work with those who could 
not keep their word.* ” You are a man and you have a right to 
live. But as you wish to live under special conditions and leave the 
ranks, it is more than probable that you will suffer for it in your daily 
relations with other citizens.” ® 

But there is stiU a more serious objection. Were there no com- 
pulsion, would anyone be found willing to work ? The host of - 
idlers is at the present time vast, and without the sting of necessity 

* La Sociili /‘ulurc, p. 16. “We cannot disgntse the fact,” Eays Kropotldn, 

" that if complete liberty of thought and action were once given to the Lndividnal 
we should see some exaggerations, possibly extravagant exaggerations, of onr 
principles.” {Memoirs of a lievolulionift, p. 413.) 

* “ The only great and aD-powerfnl authority at once rational and natural , 
that we can respect is the public spirit of a collective society founded upon 
equality and solidarity, upon liberty and respect for the human qualities of 
all its members. It will be a thousand time-s more powerful than all your 
authorities, whether divine, theological, metaphysical, political, or jnridical, 
whether institnted by Church or by State ; more powerfnl than all yonr criminal 
codes, all yonr jailers and hangmen.” (Bakunin, (Euvres, vol. iii, p. 79.) 

* Memmrs of a Revoluiionist, p. 414. This is also one of the favourite 
doctrines of the liberals. , 

< - Kropotkin, Conquest of Bread, p. 206. 

‘ Grave, op. cit., p. 297. Proudhon is even more severe. “ By making a 
contract yon become a member of the fraternity of free men. In case of 
infringement, either on their side or on yonrs, yon are responsible to one another, 
and the responsibility might even involve excommunication and death.” {Idie 
ybUraU, p. 343.) 
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it would become still greater. Kropotkin remarks that “ it is 
only about the sugar plantations of the West Indies and the 
sugar refineries of Europe th_at robbery, laziness, and very often 
drunkenness become quite usual with the bees.” ^ Is it not possible 
that men are just imitating the bee ? 

The anarchists point out that many a so-called idler to-day is 
simply a madcap who wll soon discover his true vocation in the free 
society of the future, and mil thus be gradually transformed into 
a useful member of society.* Moreover, does not the fact that so 
many people shun work altogether prove that the present method 
of organising society must be at once cruel and repugnant ? The 
certainty of being confined, in an unhealthy workshop for ten or 
twelve hours every day, with mind and body “ to some unmeaning 
task-work given,” in return for a wage that is seldom sufficient to 
keep a family in decent comfort, is hard!}' a prospect that is likely 
to attract the worker. One of the principal aims of the anarchist 
r6gimi — and in this respect it resembles the Phalnnst6rc of Fourier — 
will be to make labour both attractive and productive.* Science 
will render the factory healthy well lighted and thoroughly venti- 
lated. Machinery will even come to the rescue of the housewife .and 
will relieve her of many a disagreeable task. Inventors, who are 
generally ignorant of the unpleasant nature of many of these tasks, 
have been inclined to ignore them altogether. “ If a Huxley spent 
only five hours in the sewers of London, rest assured that he would 
have found the means of making them as sanitary as his physio- 
logical laboratory.” * Finally, and most important of all, the 
working day could then be reduced to a matter of four or fiv'c 
hours, for there would no longer be any idlers, and the systematic 
application of science would increase production tenfold. 

The wonderful expansion of production under the influence of 
applied science is a favourite theme of the anarchists. Kropotkin 
has treated us to some delightful illustrations of this in his Conquest. 

* Kropotkin, iftUval Aid, p, 17. 

* “ la our opinion, and BX)e.iking strictly, there is no such thing as a rrally 
idle person. There arc a few individuals, perhaps, who have not developed ae 
they might have done and whose activity has never found'a proper outlet under 
existing conditions. In a society where everyone would be allowed to choooe 
his own. sphere of work the idlest people would be found doing eomething." 
(J. Grave, La SociUi Jidurt, pp. 277-278.) Kropotkin writes in the aamo strain 
{Conquest of Bread, cliapter on Objeciions). 

’ ICropotkin, Memoirs of a Bevolxdionist, p. 414; Conquest of Bread, p. IfiO. 
The anarehistB show no desire to expand the Phnlansf^riR, but prefer the bonilj 
life. 

* Conquest of Bread, p. 204. 
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of Bread. He begins by pointing out the wonders already accom- 
plished by market gardeners living in the neighbourhood of Paris, 
One of these, employing only three men working twelve to fifteen 
hours a day,- was able, thanks to intensive cultivation, to raise 110 
tons of vegetables on one acre of ground. Taking this as his basis, 
he calculates that the 3,600,000 inhabitants in the departments of the 
Seine and the Seine-et-Oise could produce all the com, milk, vegetables, 
and fruit which they could possibly need in the year with fifty-eight 
half-days labour per man. By parity of reasoning he arrives at the 
conclusion that twenty-eight to thirty-six daj’^s’ work per aimum 
would secure for each family a healthy, comfortable home such as is 
occupied by English working men at the present time. The same 
thing applies to clothing. American factories produce on an average 
forty yards of cotton in ten hours. “ Admitting that a family needs 
two htmdred yards a year at most, this would be equivalent to fift}’ 
hours’ laboiur, or ten half-days of five hours each,’ and that all 
adults save women bind themselves to work five hours a day 
from the age of twenty or twenty-two' to fortj’^-five or fifty. . . . 
Such a society could in return guarantee well-being to all its 
members.” * Elisee Reclus shares these hopes. It seems to him 
that ” in the great human family himger is simply the result of a 
collective crime, and it becomes an absurdity when we remember 
that the products are more than double enough for all the needs .of 
consumers.” ® 

Amid such superabundant wealth, in a world thus transformed 
into a land of milk and honey, distribution would not be a very 
difficult problem. Nothing really could be easier. “ No stint or 
limit to what the community possesses in abundance, but equal 
sharing and dividing of those commodities which are scarce or apt 
to run short.” * Such was to be the guiding principle. In practice 
the women and children, the aged and the infiorna, were to come first 
and the robust men last, for such even is the etiquette of the soup 
kitchen, which has become a feature of some recent strikes. As to the 
laws of value which are supposed to determine the present distribution 
of wealth, and which the economists fondly believe to be necessary and 
immutable, the anarchists regard them as being no concern of theirs. 
The futility of such doctrines is a source of some amusement to them.* 

^ Conquest oj Bread, IZO. * Ibid., ■p. 133. 

* fllis^e Reclns, UBvoliUion, etc., pp. 136-137. * Conquest of Bread, p. 83, 

* Gf. Grave, La Social future, ch. \4,La Yaleur. The anarchists frequently, 
complain that their ideas are generally mutilated by the economists. To read 
this chapter is to realise the amount of intelligence which they display when 
interpreting their adversaries’ doctrines ! 
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rV; REVOLUTION, 

But how is the beautiful dream to be realised ? The way thither, 
from the miserable wilderness wherein we now dwell to the Promised 
Land of which they have given us a glimpse, lies through Revolu- 
tion — so the anarchist tells us. 

A theory of revolution forms a necessary part of the anarchist 
doctrine. In the mind of the public.it is too often thought to be 
the only message which the anarchists have to give. We paust content 
ourselves with a very brief reference to it, for the non-economic ideas 
of anarchism have already detained us sufficiently long. 

Proudhon is soon out of the running. We have already had 
occasion to refer to his disapproval of violence and revolution. It 
seemed to him that the anarchic ideal was for ever impossible apart 
from a change of heart and a reawakening of conscience. But his 
successors were somewhat less patient. To their minds revolution 
seemed an unavoidable necessity from which escape was impossible. 
Even if we could imagine all the privileged individuals of to-day 
agreeing among themselves on the night of some fourth of August 
to yield up every privilege which they possess and to enter the ranks 
of the proletariat of their own free will, such a deed would hardly he 
desirable. The people, says Reclus, with their usual generosity, 
would simply let them do as they liked, but would say to their 
former masters, “ Keep your privileges.” ” It is not because 
justice should not be done, but things ought to find a natural 
equilibrium. The oppressed should rise in their ovti strength, the 
despoiled seize their own again, and the slaves regain their own 
liberty. Such things can only really be attained as the result of a 
bitter struggle.” ^ 

It is not that Bakunin, Kropotkin^ or their disciples revel in 
bloodshed or welcome outbreaks of violence. Bloodshed, although 
inevitably and inseparably connected with revolution, is none the 
less regrettable, and should always be confined ndthin the narrowest 
limits. “ Bloody revolutions are occasionally necessary because of 
the crass stupidity of mankind ; but they are always an evil, an 
immense evil, and a great misfortune ; not only because of their 
victims, but also because, of the pure and perfect character of the 

‘ L’Smhilwn, p. 164. Kropotkin says : “ Those who wish the triumph of 
justice, who really want to put the new ide.as into practice, understand the 
necessity for a terrible revolution which would sweep away this canker and 
revive the degenerate hearts with its invigorating niph, bringing back habits ol 
devotion, of self-negation, and of heroism, without which society becomes rile, 
degraded, and rotten,” {Parolu d'un RivoUt, p. 280.) 
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aims in view of which they axe carried but,” ^ “ The question.” 
says jBjropotkin,* “ is not how to avoid revolutions, but how to secure 
the best results by checking civil war as far as possible, by reducing 
the number of victims, and by restraining the more dangerous 
passions.” To do this we must rely upon people’s instincts, who, 
far from being sanguinary, “are really too kind at heart not to be 
very soon disgusted with cruelty.” ® The attack must be directed 
not against men but against their position, and the aim must be not 
individuals but their status. Hence Bakunin lays great stress upon 
setting fire to the national archives, and to papers of all kinds 
relating to title in property, upon the immediate suppression of 
all law courts and police, upon the 'disbanding of the army, and 
the instant confiscation of all instruments of production — ^factories, 
mines, etc. Kropotkin in -the Conquest of Bread gives us a picture 
of an insurgent commxme laying hold of houses and occupying them, 
seizing drapers’ establishments and taking whatever they need, 
confiscating the land, cultivating it, and distributing its products. 
If revolutionists only proceeded in this fashion, never respecting the 
rights of property at all (which was the great mistake made by the 
Commcme in its dealing with the Bank of France during the rising 
of 1871), the revolution would soon be over and society would 
speedily reorganise itself on a new and indestructible basis and with 
a minimum of bloodshed. 

But the tone is not always equally pacific. Bakunin dxmng at 
least one period of his life preached a savage and merciless revolu- 
tion against privilege of every kind. At that time, indeed, he might 
justly have passed as the inventor of the active propaganda which, 
strenuously pursued for many years by a few exasperated fanatics, 
had the effect of rousing public opinion everywhere against anarchism. 
“ We understand revolution,” ’someone has remarked, “ in the sense 
of an upheaval of what we call the worst passions, and we can 
imagine its resulting in the destruction of w'bat we to-day term 
public order.” “ Brigandage,” it is remarked elsewhere, “ is an 
honourable method of political propaganda in Russia, where the 
brigand is a hero, a defender and saviour of the people.”* In a 

- ‘ Bakunin in Sozial-polilischer, p. 297. 

* Memoirs of a Revolutionist, p. 297. 

, ’ Kropotkin, quoted by Eltzbacher, p. 236. “ Revolution, once it becomes 
socialistic, will cease to be sanguinary and cruel. The people aiu not crueL It is 
the privileged classes that are cmel. People are ordinarily kind and fanmauc, and 
will fuSer long rather than cause others any anSering.” (Bakunin, CEuvres, voL 
iii, pp. 184^185.) The same ides runs through Sorel s Reflexions sur la~Violence. 

* Baknnin, Sozial-politischcr, pp. 335 and 353. 
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kind of proclamation entitled The Principles of Revolution, winch, 
as some Avriters point out, ought not to be attributed to Bakunin, 
but which at any rate appears to give a fair representation of his 
ideas at this period of his life, we meet with the following words : 
“ The present generation should blindly and indiscriminately destroy 
all that at present exists, with this single thought in mind — ^to destroy 
as much and as quickly as possible.” ^ The means advocated are 
of a most varied' description ; Poison, the dagger, and the sword 
, . . revolution makes them all equally sacred. The whole field is 
free for action.” * Bakunin had always shown a good deal of sym- 
pathy for the role of the conspirator. In the Statutes of the Inter- 
national Brotherhood, which prescribed the rules of conduct for a 
kind of revolutionary association created by Bakunin in 1864, arc 
some passages advocating violence which are as bloodcurdling as 
anything contained in Netchaieff’s famous Revolutionary Catechism: 
It is difficult to find lines more full of violent revolutionary exaspera- 
tion than that passage of the Statutes of the International Socialist 
Alliance which forms the real programme of the anarchists. Since 
it also seems to us to. give a fairly faithful expression of Bakunin’s 
thoughts on the matter, it will afford a fi.tting close to our exposition. 

“ We want a universal revolution that wU shake the social and 
political, the economic and philosophical basis of society, so that of 
the present order, which is founded upon property, exploitation, 
dominion, and authority, and supported either by religion or 
philosophy, by bourgeois economics or by revolutionary Jacobinism, 
there may not be left, either in Europe or anywhere else, a single 
stone standing. The workers’ prayer for peace we would answer 
by demanding the freedom of all the oppressed and the death of 
everyone who lords it over them, exploiters and guardians of every 
kind. Every State and every Church would be destroyed, together 
with all their various institutions, their religious, political, judicial, 
and financial regulations ; the police system, all university regula- 
tions, all social and economic rules whatsoever, so that the millions 

* Sozial-p'jUtischer, p. 361. The proclamation was addressed to Young Russia 
just after the Tsar Alexander II had accepted the challenge of Liberalism by 
emancipating the serfs. But ho immediately proceeded to revive the ;cniei 
system of espionage and repression carried out by his father Nicholas 1, and so 
roused the in^gnation of the more advanced leaders, who thought that they had 
in him a hero who would open the golden gates of liberty. Bakunin at the time 
was under the influence of an unscrupulous fanatic of the name of Netchaicfl, 
whose savage and revolting passion for the execution of criminal deeds in the 
name of revolution had completely captivated him. Later on be vigorously 
reproved such acts, and declared that they ought lo be suppressed, 

» Hid. 
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of poor human beings who are now being cheated and gagged, 
tormented and exploited, delivered from the cruellest of official 
directors and offiicious curates, from all collective and individual 
tyranny, would for once be able to breathe freely.” ^ 

A discussion of anarchist doctrine lies beyond our province. 
Moreover, such sweeping generalisations disarm all criticism. Their 
theories are too often the outbursts of passionate feeling and scarcely 
need refuting. Let us, then, try to discover the kind of influence 
they have had. 

We are not going to speak of the criminal outrage which 
unfortunately have resulted from their teaching. Untutored minds 
already exasperated by want found themselves incapable of resisting 
the temptations to violence in face of such doctrines. Such deeds, 
or active propaganda as they call it, can have no manner of justifica- 
tion, but find an explanation in the extreme fanaticism of the 
authors. It is not very easy to attribute such violence to a social 
doctrine which, according to the circumstances, may on the one 
hand be considered as the philosophy of outrage and violence, and 
on the other as an ideal expression of human fraternity and 
individual progress. 

The influence of which we would speak is the influence which 
anarchy has had upon the working classes in general. Undoubtedly 
it has led to a revival of individualism and has begotten a reaction 
against the centralising socialism of Marx. Its success has been 
especially great among the Latin nations and in Austria, where it 
seemed for a time as if it would supplant socialism altogether. Very 
marked progress has also been made in France, Italy, and Spain. 
Is it because individuality is stronger in those countries than 
elsewhere ? We think not. The fact is that wherever liberty 
has only recently been achieved, order and discipline, even 
when freely accepted, seem little better than intolerable signs of 
slavery. 

An anarchist party came into being between 1880 and 1895. But 
since 1895 it seems to have declined. This does not mean that the 
influence of anarchism has been on the wane, but simply that it 
has changed its character. In France especially many of the older 
anarchists have joined the Trade Union movement, and have occa- 
sionally managed to get the control of affairs into their own hands, 
and under their influence, the trade' unions have tried to get rid of 
the soclialist yoke. The Confederation generale du Travail has for 
its motto two words that are always coupled together in anarchist 
* Bakunin, SoziaJ-poUiiichtr, p. 332. 
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literature, namely, “ Welfare and liberty.” It has also advocated 
“ direct action ” — that is, action which is of a definitely revolutionary 
character and in defiance of public order. Finally, it betrays the 
same impatience with merely political action, and would have the 
workers concentrate upon the economic struggle. 

The prophets of revolutionary syndicalism deny any alh'ance 
with anarchy. But, despite their protests, it would be a compara- 
tively easy matter to point to numerous analogies in the writings of. 
Bakunin and Kropotkin. Moreover, they admit that Proudhon, as 
well as Marx, has contributed something to the syndicalist doctrine ; 
and we have already noted the intimate connection which exists 
between Proudhon and the anarchists. 

The first resemblance consists in their advocacy of violence as a 
method of regenerating and purifying social life. “ It is to violence,” 
wites M. Sorel, “ that socialism owes those great moral victories 
that have brought salvation to the modern world.” ^ The anarchists 
in a similar fashion liken revolution to the storm that clears the 
threatening sky of summer, making the air once more pure and calm. 
Kropotkin longs for a revolution because it would not merely 
renew the economic order, but would also “ stir up society both 
morally and intellectually, shake it out of its lethargy, and revive 
its morals. The vile and narrow passion of the moment would be 
swept aside by the strong breath of a nobler passion, a greater 
enthusiasm, and a more generous devotion.” * 

In the second place, moral considerations, which find no place 
in the social philosophy of Marx, are duly recognised by Sorel and 
by the anarchist authors, Bakunin, Kropotkin, and Proudhon 
especially demand a due respect for human worth as the condition 
of every man’s liberty. They also proclaim the sovereignty of reason 
as the only power that can make men really free. M. Sorel, after 
showing how the new school may be easily distinguished from official 
socialism by the greater stress which it lays upon the perfection of 
morals, proceeds to add that’on this point he is entirely at one with 
the anarchists.® .»• 

Finally, their social and political ideals are the same. In both 
cases the demand is for the abolition of personal property and the 
extinction of the State. “ The syndicalist hates the State just as 
much as the anarchist. He sees in the State nothing but an unpro- 
ductive parasite borne upon the shoulder of the producer and living 

'■ inflexions but la Violence, p. 253, 

* Paroles d’un PevolU, pp. 17-18. 

• Plflexions sur la Violence, p. 218. 
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upon his substance.” ^ And Sorel regards socialism as a tool in the . 
hands of the -workers which will some day enable them to get rid of 
the State and abolish the rights of private property.* " Free 
producers working in a factor}' where there will be no masters ” * — 
such is the ideal of syndicalism, according to Sorel. There is also the 
same hostility shown towards democracy as at present constituted 
and its alKance -with the State. 

But despite many resemblances Ihe two conceptions are really 
quite distinct. The hope of anarchyiis that spontaneous action and 
universal liberty will somehow regenerate society. 'S3mdicalism 
builds its faith upon a particular institution, the trade union, which 
it regards as the most effective instrument of class war. On this 
basis there would be set up an ideal society of producers fomided 
upon labour, from which inteUectualism would be banished. Anarchy, 
on the other hand, contents itself -ndth a vision of a kind of natural 
society, which the syndicalist thinks both illusory and dangerous. 

It has not been altogether useless, perhaps, to note the striking 
analogy that exists between these two currents of thought which have 
had such a profoCmd influence upon the working-class movement 
during the last fifteen years, and which have resulted in a remarkable 
re\’ival of individualism. 

* Berth, Lts Novveaux Asftcta du SociaXismt, p, 3, 

2 Rlfltxiont stir la V ioltnct, intro duotion, 

3 Ibid., p. 237. 
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CONCLUSION 

Can a history of economic doctrines really be said to have a con- 
clusion ? 

It is obviously impossible to regard the history of any science 
as complete so long as that science itself is not definitely constituted. 
This applies to all sciences alike, even to the more advanced, 
— physics, chemistry, and mathematics, for example, all of avhich 
are continuously undergoing some modification, abandoning in the' 
course of their progress certain conceptions that were formerly 
regarded as useful, but which now appear antiquated, and adopting 
others which, if not entirely new, are at least more comprehensive 
and more fruitful. And not only is this true of individual sciences, 
but it is equally true of the very conception of science itself. Pro- 
gress in the sciences involves a modification of our ideas concerning 
science. The savant, to-day as of yore, is engaged in the pursuit 
of truth, hut the conception of scientific truth at the beginning of 
the twentieth century is not what it was at the beginning of the 
nineteenth, and everything points to still further modifications of 
that conception in the future. It is scarcely to be expected that 
political economy, a young science hardly out of its swaddling- 
clothes, will prove itself less mutable than the sciences already 
mentioned. All that the historian is permitted to do is to point 
to the distance already traversed, without pretending to be able 
to guess the character of the road that still remains to be covered. 
His object must be to appreciate the nature of the tasks thot now 
await the economist, and for this his study of the efforts put forth 
in the past, to which the preceding chapters bear record, should 
prove of some assistance. 

A simple analogy will perhaps help us to gauge the kind of 
impression left upon us by a study of a century and a half of economic 
ideas. Imagine ourselves looking at a fan spread out in front of 
us. At the handle the separate radii arc so closely packed 
together that they appear to form a single block. But as the eye 
travels towards the circumference the branches gradually separate 
^ from one another until they finally assume quite divergent posi- 
tions. But their separation is not complete, and the more they 
are spread out the easier it is to detect the presence of the tissue 
that forms a common bond between the various sections of the fan 
and constitutes the basis of a new unity which is quite as powerful, 
if not perhaps more so, than the unity which results from their 
superposition at the base. 
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So it was with the Physiocrats, and still more with Adam Smith, 
whose theory of political economy was a doctrine, of such beautiful 
simplicity that the human mind could grasp it at a single glance. 
But as time went on and the science progressed it was realised 
that the muty which characterised it at first was more apparent 
than reaL The contradictory theories which Smith had seemed able 
•to reconcile gave rise to new currents of thought, which tended to 
drift farther aild farther apart as they assumed a greater degree 
*of independence. Conflicting theories of distribution and of value 
began to take the field, and quarrels arose over the relative -merits 
of the abstract and the* historical method, or the claims of society 
and the rights of the individual. With a view to self-defence, each 
of these schools took its own path, which it followed with varied 
fortim^ including not a few setbacks. Each of them also sur- 
rounded itself with a network of observations and inductions, thus 
b^ging into the common fund a wealth of new truths and useful 
conclusions. AU this has resulted in the gradual formation, around 
each great current of economic thought, of a thick enveloping layer 
of great resistance and of increasing extent, which constitutes a kind 
of common scientific matrix uniting them together, and underneath 
which may stUl be detected the salient features of the great systems. 
What strikes us now is not the multiplicity of branches which go 
to make up the fan, but the presence of the common tissue in 
which, especially towards the circumference, the different radii 
seem to lose, themselves and to disappear altogether. In other 
words, "the sum total of acquired truths is the only legacy left us 
by the various systems of the past, and this is the only thing that 
interests us to-day. 

Hence one resxilt of so much discussion and polemical warfare 
has been the discovery of some common ground upon which all 
economists, whatever their social and political aspirations, can 
meet. This common ground is the domain of economic science — 
a science that is concerned, not with the presentation of what ought 
to be, but with the explanation and the thorough -understanding 
of what actually exists. The superiority of a theory is measured 
solely by its explanatory power. It matters little whether its 
authur be Interventionist or Liberal, Protectionist or Free Trader, 
Socialist or Individualist — everyone must necessarily bow before 
an exact observation or a scientific explanation. 

But while these divergent schools tend to be lost - in the unity 
of a more fully comprehended science, we see the emergence of 
other divisions, less scientific perhaps, hut much more fertile so 
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far as the progress of the science itself is concerned. It seems as 
if a new kind of fan arrangement were malcing its appearance under- 
neath the old. 

This is obviously the case with regard to method, for example, 
where the separation between pur and descriptive economics, or 
between the theoretical systematisation and the mere observation 
of concrete phenomena, is becoming very pronounced. Both kinds 
of research are equally necessary, and demand different mental 
qualities which are very seldom found combined in the same person. 
Economic science, however, cannot afford to dispense either with 
theory or observation. The desire to seize hold of the chain of 
economic phenomena and to unravel its secret connections is as 
strong as ever it was. On the other hand, in view of the trans- 
formation and the daily modifications which industry everywhere 
seems to be undergoing, it is useless to imagine that we can dispense 
with the task of observing and describing these. The two methods 
are developing and progressing together, and the vdolent quarrels 
as to their respective merits appear to be definitely laid at rest. 

Accordingly what we find is a segmentation of economic science 
into a number of distinct sciences, each of which tends to become 
more or less autonomous. Such separation does not necessarily 
imply a conflict of opinion, but is simply the outcome of division 
of labour. At the outset of its career the whole of political economy 
was included within the compass of one or two volumes, and all 
those facts and theories of which an economist was supposed to 
have special knowledge were, according to Say and his disciples, 
easily grouped under the three heads of Production, Consumption, 
and Distribution. But since then the science has been broken 
up into a number of distinct branches. The term “physics,” 
which was formerly employed as a name for one of the exact 
sciences, is just now little better than a collective name used to 
designate a number of special sciences, such as electricity, optics, 
etc., each of which might claim the lifelong devotion of the 
student. Similarly “ political economy ’’ has just become a vagye 
but useful term to denote a number of studies which often differ 
widely from one another. The theory of prices and the theory of 
distribution have undergone such modifications as entitle them 
to be regarded as separate studies. Social economics has carved 
out a domain of its own and is now leading a separate existence, 
the theory' of population has assumed the dimensions of a special 
science known as demography, and the theory of taxation is now 
known as the science of finance. Statistics, occupying the border- 
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land of these various sciences, has its own peculiar method of pro- 
cedure. Descriptions of the commercial and industriaV mechanisin 
of banks and exchanges, the classification of the forms of industry 
and the study of its transformations are related to political economy 
much as zoology, descriptive botany, and morphology are related 
to the science of natural history. And although a difierent name 
must not always be taken as evidence ora different science, there 
is little doubt about the existence of the separate sciences already 
• enumerated. The difficulty rather is to grasp the connection 
between them and to realise the nature of that fundamental unity 
which hinds them all together. 

But there still remains a wide region over the whole of which 
divergences exist and conflicts continue, and where, moreover, 
they will probably never cease. This is the realm of social and 
'political economics, 

. Despite the gradual rise of a consensus of scientific opinion among 
economists, the divergences concerning the object that should be 
pursued and the means employed to achieve that end are as pro- 
nounced as ever. Each of the chief doctrines of which we have given 
an exposition in the course of this work has its body of representa- 
tives, Liberals, Communists, Interventionists, State and Christian 
Socialists continue to preach their differing ideals and to advocate 
different methods of procedure. On the question of the science 
itself, however, they are all united. The arguments upon which 
they base their contentions are largely borrowed from sources 
other than scientific. Moral and religious beliefs, political or 
social convictions, individual preference or sentiment, personal 
experience or interest — ^these are among the considerations deter- 
mining the orientation of each. The earlier half of the nineteenth 
century witnessed the science of political economy making com- 
mon cause wdth one particular doctrine, namely. Liberalism. The 
alliance proved most unfortunate. The time when economic 
doctrines were expected to lend support to some given policy is 
for ever gone by. But the lesson has not been lost, and everybody 
realises that nothing could be more dangerous for the' development 
of the science than to link its teaching to the tenets of some 
particular school At the same time the science might conceivably 
furnish valuable information to the politician by enabling him to 
foresee the restdts of such and such a measure ; and it is to be hoped 
that such predictions, all too uncertain as yet, may, accordingly, 
become more precise in the future. 

We cannot, then, suppose that the various currents of opinion 
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to-day known as Liberalism, Socialism, Solidarism, Syndicalism, 
and Anarchism are likely to disappear in the immediate future. 
They may be given other names, perhaps, but they will always 
continue to exist in some form or other, simply because they 
correspond to some profound tendency in human nature or to 
certain permanent collective interests which alternately sway man- 
kind. 

We cannot pretend to regret this. Uniformity of belief is an 
illusory ideal, and from a purely practical point of view we should- 
be sorry to see the day when there will be no conflict of opinion 
even about those causes or those methods which we hold most dear. 

We may sum up our conclusions as follows : From a scientific 
standpoint unity is likely to become more pronounced and collabora- 
tion much more general than in the past, thanks to the adoption 
of more scientific methods. 

In the domain of practice the variety of economic ideals and 
the conflict between them is likely to continue. 

Such, it seems to us, w'll be the spectacle presented by the political 
economy of the futxire. 

Thus the impression obtained from a perusal of this history of 
economic doctrines is, if not somewhat melancholy, at least sufllcicnl 
to justify a certain degree of humility. So many doctrines that we 
thought definitely established have disappeared altogether, and so 
many that we thought completely overthrown have been rehabili- 
tated. Those that die do not seem altogether dead, somehow, and 
those that are revived are not quite the same. 

What the science and its teachers need most of all is full and 
complete liberty — liberty to follow whatever method suits them 
best and to accept whatever theory attracts them most; liberty to 
choose their own ideals and to formulate their own systems — for 
systems and ideals, by bringing sentiment into i)lay, may occasionally 
prove very stimulating even to seientifie researclu Nothing could 
be more harmful than the dogmatism which the science has only 
recently escaped. In this matter, unfortunately, no school and no 
country is entirely above criticism. 

Sismondi used to comjilain that Liberalism, after it h.ad achieved 
its triumph, had attempted to convert political economy into a 
system of orthodoxy. But Liberalism is not the only doctrine 
against which a similar charge might be brought. It is only a 
few years since Schmoller, the chief of the German Historical 
school, in an address’ delivered as Rector of Berlin University, 
declared that neither Marxians nor the disciples of Smith could in 
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future be regarded as accredited teachers of the science. Does ths 
German Historical school really "wish to revive that ostracism from 
which it was itself one of the first to suffer? Neither can we, as 
Frenchmen, pride ourselves upon having been less exclusive. The in- 
difference or even the actual hbstihty with 'which the Historical 
school was for a long time treated does very little credit to .us, 

. Moreover, that same intolerance of which “ bourgeois economics ” 
was so justly accused, is it not to be met with in an eqrially extra-' 
vagant fashion in the socialism of to-day ? The ultra-dogmatism 
of the Liberal school can be easily paralleled from the history of 
Marxism and the frantic efforts made by some socialists to prevent 
other Marxians making- a breach in the doctrine. If there is one 
lesson more than another that emerges from a study of the 
history of economic doctrines it is the necessity for a more critical 
spirit and a more watchful attitude, always ready to test any new 
truths that present themselves,- to extend a hearty welcome to 
every fresh observation or new experience, thus enabbng the science 
to enlarge its scope and gain a deeper significance without sacrificing 
any of its essential tenets. 
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640 n. ; considered to be unjust, 559 ; 
Stuart Mill and, 568 n,; Gossen and, 
672-573 ; solidarity end, 606-607 ; the 
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